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EDITORIAL 


As We See It 


The obvious surrender of the Wage Stabiliza- 
tion Board to the steel workers’ union—or per- 
haps more accurately the labor union monopoly 
in this country—has the country by the ears at 
the moment, and naturally so. It has been clear 
from the first that the powers that be were not 
likely to have the courage in this, a political year, 
to take strong ground in opposing the politically 
powerful unions. The “recommendations” of last 
week now fully confirm the impression that has 
been gathered from what has been going on at 
the hearings. 


It is, of course, merely silly to assert that such a 
recommendation, if adopted and acquiesced in, 
would not be “inflationary” as that much over- 
worked word is now commonly employed. It 
would be worse than naive to suppose that such 
a settlement of the steel case would not be 
quickly followed by extreme demands by other 
powerful unions, which would be the harder to 
deny by reason of what is now taking place in 
the steel industry — always, of course, provided 
that the official ‘recommendations’ are given 
practical effect. 


All this is cause enough for public concern in all 
conscience. It is the more so since there has de- 
veloped in recent weeks a tendency on the part of 
many (some of whom should know much better) 
to say that “‘a little inflation” at this time might be 
“a good thing.” Of course, ‘‘a little inflation” is 
never “a good thing” regardless of what meaning 
is attached to the term “inflation.” Any notion that 
#matters could be helped at this time by higher 
<Seosts or higher prices is difficult to comprehend, 
Since.the opinion is almost universal that prices 
‘ are already too high, and that not very much 


Continued on page 32 





TELEVISION 
“Chronicle” 


DEALERS 


AND ELECTRONICS 


The Transistor — 
An Electronic Miracle 


By PAUL A. JUST 


Executive Vice-President, 
Television Shares Management Co. 


Mr. Just, after commenting on rapid growth of elec- 
tronics industry, describes a new device, known as the 
Transistor, which eliminates use of the electric tube to 
“boil out” the electron. States several leading electronic 
concerns are preparing for mass production of new device 


One of the Chicago newspapers recently ran a feature 
article headlined, “The Magic of Electronics Alters Our 
Way of Life,’ written by a financial editor. Just what 
is this magic of electronics which alters our way of life? 
Up until fairly recently, it used to 
be relatively easy to define elec- 
tronics by saying that “Electronics is 
the science of controlling the flow of 
electrons by means of the vacuum 
tube.”’ Unfortunately, this definition 
no longer applies, as we now find 
there are various other ways of con- 
trolling electrons without having to 
worry about vacuum tubes. For ex- 
ample, there is the miracle compo- 
nent (after all, if the pharmaceutical 
industry has its miracle drugs, the 
electronics industry is entitled to 
some miracles of its own) known as 
the transistor. You'll be hearing more 
and more about this device as time 
goes by, and we'll have something to 
say about it later in this article. Getting back to defini- 
tions, probably the most succinct that we have been able 
to find describing electronics appeared in “Electronic 
Markets,” saying: “Electrons are actually the nearest 


thing to nothing—about which we know plenty.” The 
most understandable definition we have heard comes 
from Dr. William Everitt, dean of the Engineering 
School at the University of Illinois. He said: 

‘“‘Man has found many ways to supplement his muscles, 
but electronics is the best, and in many cases the only 
way man has found to supplement his senses and 


Continued on page 43 
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INDUSTRY FEATURED TODAY—tThis issue of the 
contains special articles and other material bearing on the outlook and 
potential developments in the TELEVISION and ELECTRONICS INDUSTRY. 


Beating the Tom-Toms! 


SEC parade for acquisition of extended powers marches 

on. Commission takes positions convenient to it. Oppo- 

sition to implementation of Title V continues unabated. 

Immediate repeal important. Commission welcomes tax- 
ing power. 

Evidence continues to multiply that the repre- 
sentatives of the Securities and Exchange Com- 
mission frequently speak tongue in cheek as they 
pursue their merry quest for extended powers. 

The so-called “implementation” of Title V of 
the Independent Offices Appropriation Act of 
1952 is no exception to this rule. 


Since the activities of the Commission are 
financed at public expense, we pay for this con- 
tinuing junket of the SEC whilst many segments 
of our over-regulated securities industry are 
occupied all too constantly with the immediate 
necessity of earning a livelihood and with fear 
of reprisals, to form an effective opposition. 

Here is proof of chameleonlike change of con- 
venience: 


Last year the following colloquy took place 
when Mr. McDonald, the former Chairman of the 
SEC, testified before the Committee on Appro- 
priations: ‘Mr. Yates (Representative from IIli- 
nois): What possibilities for obtaining fees are 
there besides the ones you already charge which 
might compensate in measure for the cost of the 
regulation? Mr. McDonald: You can’t charge 
people for prosecuting them, and a great part of 
our work is the prosecution of brokers who have 
committed violations.” 

Continued on page 44 





State and 





STATE ano MUNICIPAL 


THE NATIONAL CITY BANK 
OF NEW YORK 


Bond Dept. Teletype: NY 1-708 


Albany Members 


Scranton 


Allestown 








UTAH 
Oil ana Mining 


Securities 


Direct Private Wires 


j. A. HOGLE & CO. 


ESTABLISHED 1915 
ali Prin« 
50 Broadway 


Salt Lake City 
Los Angeles 


oj 


Municipal 
Bonds 


Bond Department 


THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


ipal Exchanges 


New York 


Denver 
Spokane 

















NATIONAL BANK 
of INDIA, LIMITED 


Bankers to the Government in 
Kenya Colony and Uganda 
Head Office: 26, Bishopsgate, 
London, C. 
Branches in India, Burma, 


Colony, Kericho Keny a, and Aden 
and Za nzibar 


Subscribed Capital____£4,000,000 
Paid-up Capital 
Reserve Fund Me 


Ceylon, Kenya 


mbers Oo 
The Bank conducts every description of andS 
bonking and exchange business 
Trusteeships and Executorships 
also undertaken 











Pacific Coast & 
Hawaiian Securities 


Direct Private Wires 


DEAN WITTER & Co. 
14 Wall Street, New York, N. Y. 
{ Principal Comme 
ecurity Exchanges 
San Francisco « Los Angeles « Chicago 
Boston « Honolulu 











Peace River 


Natural Gas Co., Ltd. 


CANADIAN DEPARTMENT 


GoopBoDY & Co. 


ESTABLISHED 1891 
dit 
’ MEMBERS NEW YORK STOCK EXCH. 














115 BROADWAY 
NEW YORK 


105 W. ADAMS ST. 
CHICAGO 

















CANADIAN 


BONDS & STOCKS 


New England 
Public Service Co. 





Domrnion SEcuRITIES 
GRPoRATION 

40 Exchange Place, New York 5,N.Y. 

Teletype NY 1-792-3 


ip. 
te 


Analysis upon request 


IRAHAUPT & CO. 


Members New York Stock Exchange 
and ether Principal Exchanges 
111 Broadway, N. Y. @ 

WoOrth 4-6000 Teletype NY 1-2708 


WhHiteball 4-8161 Boston Telephone: Enterprise 1820 























TRADING MARKETS IN 
Polaroid Corporation 
American Tobacco, Com. 
Puget Sound Power & Light 
American Research & Develop. 


New York Hanseatic 
Corporation 


Established 1920 
{20 Broadway, New York 5 
BArciay 7-5660 Teletype NY 1-583 


PAUL L., 


Investment 


DYSART 
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The General Tire & Rubber Company 


Genera! Tire makes every con- 
ceivable kind of “on road” and 
“off road” tire, but—If you live 
in New England or on the West 

Coast, and you 

are an arm- 

chair Radio or 

TV sports fan 

tor football, 

tennis, base- 
ball or swim- 
ming, the 
chances are 
you are look- 
ing at a pro- 
gram origin- 

ating in a 

General Tire 

owned station 

and played 
with General 

Tire made 
equipment. The 
chances are also very good that 
hundreds of the “live” fans in 
the audience attended these games 
in automobiles shod with General 
made tires 

General Tire is a versatile out- 
fit. It not only manufactures a 
galactic list of rubber products of 
its own, but it has its mitt deep in 
many fields foreign to rubber tires 
and tennis balls. As an example, 


STRADER, TAYLOR &CO., Inc. it owns the Yankee Network, a 


Radio station chain consisting of 
Lynchburg, Va. four wholly owned stations and 
Lo 29 TWX LY 77 
| 


29 affiliated outlets covering six 
4 We will buy 


New England states. On the West 
| MUNICIPAL BONDS 


Coast it owns the Don Lee Radio- 
TV system, an even larger net- 

of any locality in 

the United States 


work. But Don Lee has not been 
LEBENTHAL & CO. 


content to remain static on the 
#35 BROADWAY, NEW YORK 6,N.Y. REctor 2-1737 


Coast, so recently it worked out 
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taken over one of Greater New 
York’s major stations, WOR—for- 
merly owned by Macy’s. 

Another example of General 
Tire’s acuity is its sole proprie- 
tary interest in ‘‘Aerojet,”’ creator 
of Jato, the jet-assist “take-off” 
power unit for aircraft. Aerojet 
manufactures a wide variety of 
Rocket propulsion mechanisms, 
and is one of the foremost, if not 
the foremost producer of these fu- 
turistic experiments. Aerojet 
maintains a substantial force of 
personnel and equipment at the 
White Sands proving ground. The 
operations there are very hush- 
hush and highly secret. 

General Tire’s stock, therefore, 
represents something over and be- 
yond a call on the rubber or tire 
business, as you can see from the 
above. And, while General still 
is a very large operation, it is not 
so large but that “growth” can be 
measured in increments of substan- 
tial fractions, something the giants 
of the industry find an impos- 
sibility. General Tire has “statis- 
tical room” to grow. And this 
growth is not away off in the 
misty future, for General Tire, 
early in 1952, announced a three- 
for-one split of its common shares. 
In the wild scramble to worship 
at the shrine of “growth,” Mr. 
Average Portfolio Manager seems 
to have sadly neglected to con- 
sider GY, while he has, like a wild 
hare, chased after the temporarily 
fashionable stocks of many chem- 
ical and pharmaceutical compa- 
nies, some of which have yet to 
demonstrate the staying power 
that General has demonstrated 
abundantly. 


_ Last year (1951), a year of lim- 
ited stock market movments, 
stocks of the Rubber group turned 
in a sparkling performance. But 
this record was more in the na- 
ture of a belated recognition of an 
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The Security I Like Best 


A continuous forum in which, each week, a different group of experts 
in the investment and advisory field from all sections of the country 
participate and give their reasons for favoring a particular security. 


(The articles contained in this forum are not intended to be, nor 
are they to be regarded, as an offer to sell the securities discussed.) 


extremely low “times earnings” 
basis rather than a keen per- 
ception of value based on a dem- 
onstrated highly sustained earning 
power. One has to dredge the past 
deeply to recall how investment 
prejudice against the Rubbers be- 
came so pronounced that a five- 
times-earnings has been consid- 
ered high priced. Then it was that 
wide rubber price fluctuations 
entailed heavy reserves for pos- 
sible losses. Sometimes these had 
to be used. With a sustained sup- 
ply of synthetic as a counterbal- 
ance to the historic and erratic 
supply situation of natural rub- 
ber, it now seems doubtful that 
the previously held dim view of 
sustained earnings can be justi- 
fied. 

General heads a “family” 
Rubber Companies. These 
either wholly owned or 
controlled firms. They are Mans- 
field Tire & Rubber Co., and 
Pennsylvania Rubber Co. Gen- 
eral’s operations are world wide. 
It runs plants in Mexico, Canada, 
South America, Europe, Africa, 
Asia Minor and the Far East. It 
is truly an International enter- 
prise. Its Management is tops. As 
an example, Dan Kimball, pres- 
ent Secretary of the Navy, for- 
merly was GY’s West Coast Vice- 
President. He is representative. 
So I give you General Tire. It is 
worthy of your serious invest- 
ment consideration. 
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United Gas Corporation 

United Gas Corporation is an 
integrated natural gas system 
serving the growing Gulf South. 
In addition to its gas distribution 
activities, the 
company is 
engaged in oil, 
sulphur and 
potash pro- 
duction and 
has entered 
the petro- 
chemical field. 
Backed by 
substantial oil 
and gas re- 
serves and 
good finances 
the stock is 
an attractive 
commitment 
for increased 
earning power. 

The corporate organization con- 
sists of United Gas Corporation 
which operates the distribution 
division; Union Producing Com- 
pany, a wholly-owned production 
subsidiary; United Gas Pipe Line. 
a wholly-owned transmission sub- 
sidiary, and Duval Sulphur & 
Potash Company in which the 
Corporation owns about 75% of 
the outstanding stock. 


United Gas is engaged in the 
production, transmission and dis- 
tribution of natural gas at whole- 
sale and retail. It serves an ex- 
panding, prosperous area covering 
parts of the Gulf Coast of Texas, 
Louisiana, Mississippi, Mobile in 
southern Alabama and Pensacola 
in northwestern Florida. -A por- 
tion of the system in North Texas, 
not integrated with the balance of 
the properties, will be solid this 
year for $5 million. Sales to other 
distribution and pipeline compa- 
nies and residential sales ac- 
counted for 54% of 1951 gas rev- 
enues, with sales to industry 
power plants and government in- 
stallations making up the balance 
of gas sales. Substantial sales are 
made at non-regulated rates. 
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The General Tire & Rubber Co. 
Paul L. Dysart, Investment Ad- 
visor, Louisville, Ky. (Page 2) 


United Gas Corperation 
Norr, Research Dept., 
Co., New York City 


David 
Bache & 
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At Uct. 31, 1991, proven owned 
oil reserves were estimated at 63,- 
490,009 barrels of oil, and owned 
gas reserves were 3,772 billion 
cubic feet. In addition, the com- 
pany controlled almost 47 million 
barrels of natural gasoline and 
condensate reserves and controlled 
17,868 billion cubic feet of gas un- 
der purchase contracts. Tne im- 
portance of the substantial gas 
reserves lies in the fact that they 
are equivalent to 18 years re- 
quirements, assuming a 65% in- 
crease in gas presently handled. 
The company now produces 28% 
of its gas requirements. Pure Oil 
has begun deliveries from its ex- 
tensive off-shore gas pools to 
United Gas and settlement of the 
Tidelands dispute would probably 
permit development of added re- 
serves. Further, United Gas has 
interests in over 2 million acres, 
of which over 1,362,000 are held 
by leasehold or fee and the bal- 
ance controlled by contracts. Thus, 
the company has substantial oil 
and gas reserves and properties. 

Sulphur is obtained from the 
company’s 75% interest in Duval 
Sulphur & Potash. Although Du- 
val’s sulphur reserves have only 
a few years production remaining 
Duval ras three potash leases 
covering 6,500 acres in New Mex- 
ico. Reserves under one lease. 
alone. exceed 14 million short 
tons. Processing facilities are un- 
der construction and revenues 
from this source should commence 
later in 1952. Because of the 
world-wide fertilizer shortage and 
increasing dernands, this activity 
should be an important supple- 
ment to the regular utility opera- 
tions. 

Revenues in 1951 were over 
$125,600,000, broken down _ into 
natural gas sales, $89,600,000; gas- 
oline and processing of gas, $14,- 
600,000; crude oil, $16,600,000, and 
sulphur, $4,800,000. The impor- 
tance of the crude oil and sulphur 
operations, which account for 
about 17% of operating revenues, 
lies in their contribution to net 
profit. Producers of oil and sul- 
phur benefit from wide profit 
margins due to low operating ex- 
penses and income tax benefits. 
Thus, these operations probably 
accounted for a significant part of 
the $18.312,000 of net income. 

In the petrochemical 
United Gas owns 13.4% of the 
notes and 11.6% of the stock of 
Carthage Hydrocol. Although that 
company has had technical diffi- 
culties in operations, it represents 
an unusual with large 
potentials. United Gas is also en- 
gaged with National Research 
Corporation in conversion of nat- 
ural gas into chemical products. 

The current capital expansion 
program of United Gas will be 
completed in 1952. The additional 
grid.of pipelines, new compressor 
stations and dehydration plants 
will result in an increase of al- 
most a third in maximum delivery 
capacity. The capitalization, 41% 
equity in a capitalization of $451 
million, permits additional debt 
financing if demands for gas in 
the territory served continue to 
increase. 


Electric Bond & Share, owner 
Continued on page 5 
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. The Commercial and 


Some Aspects of 
Europe’s Bankruptcy 


By MELCHIOR PALYI 


After describing “psychological atmosphere” 


in Europe, Dr. 


Palyi reports liitle interest by Europeans in basic problems of 
their ov/n countries. Says Briiain and France are already on 
verge of bankruptcy and scores British failure to increase coal 
production and France’s mal-investment of Marshall Plan 
funds, particularly in wasteful railroad rehabilitation. Con- 
cludes Europe will never become self-supporting unless we cut 
out all economic aid or make it clear future aid is forthcoming 
“with very specific strings attached.” Helds basic trouble in 
Europe is political, and situation exists in which full employ- 
ment is accompanied by poverty. 


The first impression one gets on 
a European trip is (to be quite 
blunt about it) that they don’t 
like us. It is not that they don’t 

like the Mar- 
shall Plan and rs 
American aid 
ingeneral. 
That they do 
like. 

The Ger- 
mansresent 
very much the 
high living of 


American ci- 
vilians and 
military per- 


sonnel in their 
ceauntry, 
something to 
be charged to 


Dr. Melchior Palyi 


the German 
taxpayer at many hundreds of 
million dollars a year. The Ger- 


mans feel, incidentally, that this is 
all they can afford as their finan- 
cial contribution to armaments. 
They do not understand why 
to 1949, for example, American 
authorities spent something like 
half a billion dollars for buildings 
in Germany; why the British took 
scarce raw materials, partly im- 
ported into Germany, and sent 
them from the Rhineland to Ham- 
burg wrapped for export; why the 
occupation army, which is a small 
army, in three years’ time needed 
600,000 false teeth. Did the Amer- 
icans have such bad teeth at home 
that they had to come to Germany 
to renew them? 
West of the Rhine, 
enthusiasm for 
er roots, one 
are pushing 


, up 


the lack of 
America has deep- 
of which is that we 
them hard toward 
rearmament. Rearmament is en- 
tirely unpopular all over Europe. 
Not that they do not want to have 
arms. They do not like to sit quiet 
while the Russians have such tre- 
mendous armies ready. But, 


on 
the other hand, they do not like 
to arm, either. You will say that 
is not logical. Well, since when 
are people logical? 

They like to see American 
troops, but not too many of them, 
either. For a while they were 
worried that the Russians might 
be dangerous. Today they are 


worried that the Arnericans might 
start trouble. No one seems any 
longer to expect Russia to start 
war in Europe in the visible fu- 
ture. I have not found a news- 
paper or an individual worried 
about that, but I have found many 
who indicate—some of them 


quite influential—that the 


are 
coun- 





try called the “Excited States” 
might get so excited that it might 
start the shooting. 


They do not understand why we 
care so much for Korea. They 
say that this sort of venture 
should be written off. ‘Look at 
s,” they say. “How many defeats 
did we take? What does it matter, 
provided you don’t get into real 
war?” Peace—peace by all means; 
peace at almost any price except 
unconditional surrender to Russia, 
is what the Europeans want. They 
are pacifists, and pacifism is the 
Number One item on the Russian 
propaganda menu. 

The Russians. say, 
want war. All we are preparing 
for is defense against American 
imperialists.” How can anybody 
believe that America is imperi- 
alist? Well, you travel in Europe 
with open eyes and you almost 
start to believe it yourself. Amer- 
icans are conspicuous anywhere. 
You read about an international 
committee, about a conference, or 
any political move, and some 
Americans head it, some Ameri- 
cans lead it: Americans here, 
Americans there. You get the im- 
pression that anything that hap- 
pens in Europe (if you are a 
superficial reader, and who is 
not?) is managed, handled, led by 
Americans. And it does not take 
much to create that impression 
because Europeans, who are very 
highly cultured, do not read much 
about international affairs. 


“We don’t 


The leading German newspaper, 
the “Frankfurter Allgemeine,” 
has 30,000 circulation—in a town 
of 450,000 population, and it is 
read all over Germany. That is 
one of the biggest newspapers in 
Germany, and Germany is one of 
the most highly cultured coun- 
tries. 

The British 
who have papers 
culations, but for the most part, 
what papers! Four sheets to eizht 
sheets, in sandwich paper size, 
containing mainly pictures. of 
some princess, some _ bathing 
beauty, and some murder. 

There are no radio 
tors of our type in 
radio stations belong to the gov- 
ernment. At certain hours, the 
news is established by a govern- 
mental spokesman - mostly very 
unexciting news, dealing with 
royalty and other important af- 
fairs, but nothing controversial. 
There are discussions about non- 
controversial issues occasionally. 


are the only 


with large cir- 


ones 


commenta- 
Europe. All 


Continued on page 24 
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Investment Policy 
In a Changing World 


By RAYMOND RODGERS* 


Professor of Banking, School of Commerce, Accounts and Finance 
Graduate School of Business Administration, N. Y. U. 


Predicting, in the absence of unforeseen events, that business 
will remain at high level but with more and more industries 
experiencing a buyers’ market, Dr. Rodgers expresses view 
interest rates will be lower by early next year, and there will 
be larger institutional demand for bonds. Says outlook for 
equities in the United States is not good, and trustees should 


view stocks with less favor. 


Sees Canada as favorable 


investment field. 


One of the most outstanding 
facts of our time is that the world 
has shrunk in size. It has shrunk 
in size by every yardstick other 
than physical 
dimensions of 
the planet. 
Growing 
trade, ever 
faster travel, 
and almost in- 
stantaneous 
communica- 
tion of ideas 
have made 
each nation an 
integral part 
of the world 
fabric. Now, 
more than 
ever before, 
no nation can 
live alone; no 
nation can insulate itself from 
external forces; no nation can dis- 
regard the powerful effect inter- 
national political developments 
have on its economic affairs. This 
is particularly true of Canada be- 
cause of its senior partnership in 
the British Commonwealth of Na- 
tions and its great economic and 
geographic partnership with the 
United States. 


The World Outlook 


The world outlook is by no 
means good; but it could be worse; 
and, it is getting better! Peace 
through friendship is much to be 
preferred; but peace through mili- 
tary strength is much better than 
war; and everyday the strength 
of the democratic Western World 
is greater than the day before. 

Throughout the current postwar 
period, at every opportunity, I 
have insisted that Russia would 
not hazard the terrible conse- 
quences of direct war with the 
Western World. Each passing day 


adds to my conviction that the 
hard-bitten realists in the Krem- 
lin will not commit suicide by 
attacking the free world in the 


*An address by Dr. Rodgers at th 
20th Annual Meeting and Trust | Po 
ence, _ Trust Companies Association of 
Ontario, Canada, Toronto, March 2, 1952. 


Raymond Rodgers 


foreseeable future. On the other 
hand, they will continue to stir 
up their satellites against us, and 
do everything possible, other than 
direct war, to bleed us financially 
and wreck us economically 
through subversion, propaganda 
and all means fair or foul, chiefly 
foul, as Marxian dialectic holds 
that such is the route to the ulti- 
mate victory over capitalism! 

Even though direct war is high- 
ly improbable, foreign develop- 
ments must be watched very care- 
fully because of their impact on 
government spending, military 
production and civilian buying 
rates. 

This talk is based on the as- 
sumption that direct war will be 
avoided. In fact, the economic 
and financial consequences of an- 
other world war would be so 
great that it would be little more 
than idle speculation to try to 
postulate their effect on invest- 
ments. 


The United States Outlook 


Now, to bring you a quick re- 
port from “South of the Border,” 
since the end of World War II, as 
you know, we in the United States 
have had boom piled on boom. 
Each time that a readjustment 
started to materialize, another 
boom came along to bail us out. 
This rescue-cycle continued until 
last spring when, despite heavy 
rearmament spending and positive 
assurances of the business fore- 
casters to the contrary, a fuse blew 
some place in the economy and 
the so-called inventory recession, 
primarily in the soft goods indus- 
tries, materialized, as if by magic. 


Looking ahead, the dominant 
influences for the balance of 1952 
will be: 

(1) The attitude of consumers 
on spending versus saving. De- 
spite higher income, in the last 
three quarters of 1951 our con- 
sumers bought, in physical units, 
at a rate no higher than they did 
before the Korean difficulties— 
and it was not lack of goods that 
prevented their purchases. I be- 
lieve saving will continue at a 
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The attitude of business on 
capital expenditures and inven- 
tory accumulation. The peak of 
non-defense capital expenditures 
was passed last fall and the de- 
fense capital expenditures peak 
should be this summer, so capital 
expenditures after the middle of 
1952 should tend to decrease 
rather than increase. 

(3) The attitude of the United 
States government on defense 
spending. In 1951, defense spend- 
ing was at the average rate 
of $2.6 billion a month; in 1952, 
even on the. stretched-out, or 
leveled-off, basis the rate will be 
$4.6 billion a month, hitting a peak 
of $5.0 billion a month by Janu- 
ary, 1953, at which level it will 
continue until 1954, or indefi- 
nitely, if necessary. You may won- 
der why defense spending is listed 
after that of consumers’ business, 
but the fact is that even by the 
end of 1952 defense will absorb 
only about 20% of our Gross Na- 
tional Production. (Parenthet- 
ically, it should be pointed out, 
however, that the race between 
the growth of our economy and 
total government spending in the 
past 50 years has been won by 
our government, hands down!) 

Weighing the above dominant 
influences, it seems that the forces 
of inflation and deflation are 
pretty well in balance. Although 
Washington keeps on warning that 
the increased military expendi- 
tures will set the forces of infla- 
tion in motion again, and although 
the wage increases that will be 
granted to many unions will di- 
rectly increase the inflationary 
pressures, business in general, that 
is, other than the sectors directly, 
or indirectly, engaged in defense 
work, is much more worried about 
deflation than inflation. 

The threats of inflation emanat- 
ing from Washington are not sur- 
prising. Both the Administration 
and the Congress have shown a 
strong inflation bias, and certainly 
the Truman Administration would 
not like to see a period of declin- 
ing business activity during an 
election year. Nonetheless, in- 
creased productive capacity and 
the higher productivity of the new 
machinery and equipment, coupled 
with buyers’ resistances, seem to 
be exerting even stronger down- 
ward pressure on prices. 

What will be the outcome of 
this tug-of-war between the forces 
of inflation and deflation? Assum- 
ing no unforeseen events, the fol- 
lowing conclusions seem war- 
ranted: 

(1) Business activity will remain 
at a high level. It is even pos- 
sible that the Federal Reserve In- 
dex of Industrial Activity, which 
has hovered around 218 for sev- 
eral months, will rise during the 
summer months as the output of 
defense materials increases. 


But more and more industries 
will experience a buyers’ market, 
with competition keen and with 
buyers’ resistance continuing. In 
addition, termination of the Ko- 
rean War would further increase 
buyers’ resistance and would have 
a dampening effect on capital ex- 
penditures by corporations, espe- 
cially in the second half of the 
year. 


(3) As for the Presidential elec- 
tion, if it should appear later on 
in the year that the Republican 
Party is certain to win, the eco- 
nomic effect would be about the 
same as an improvement in Ko: <a. 
Business sentiment would swing 
to the cautious side on the theory 
that reckless spending would he 
reduced, or even terminated. 

(4) On the other side of the 
ledger, the increased military 
spending should go far toward 
counter-balancing any decline in 
non-military demand. 

So it seems that the United 
States faces neither serious infla- 


Continued on page 32 
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Prospects for the 
Television Industry 


By THOMAS C. PRYOR 
White, Weld & Co., Members N. Y. Stock Exchange 


Expert analyst maintains notwithstanding current trade slump, 

overall sales and earnings results of TV manufacturers in 

1952 will compare favorably with 1951. Predicts military pro- 

duction will become ever more important, and at least offset 

civilian operations’ profits decline. Cites pending lifting of 
station freeze and color as favorable factors. 


The 1951 earnings statements of 
television producers appearing to 
date have made surprisingly good 
reading. Such companies as Ad- 
miral, Motor- 
ola, Philco, 
Radio, and 
Sylvania __ re- 
ported larger 
earnings per 
share than 
many in Wall 
Street antici- 
pated. As was 
to be expect- 
ed, profits 
were well be- 
low the record 
results shown 
for 1950 but 
in each case 
were above 
the level of 1949. The industry 
made a good showing when allow- 
ance is made for the highly un- 
favorable operating conditions 
that prevailed last spring and 
summer. It is interesting to note 
that most of the leading com- 
panies were able to stay in the 
black on a pre-tax basis during 
that difficult period although op- 
erating profits admittedly were 
rather slim. The normal season 
pick-up in sales came through in 
the fall. As a result, the industry 
was able to reduce inventories 
from an estimated summer peak 
of 2,500,000 sets (manufacturing, 
wholesale, and retail stocks) to 
somewhere around 1,500,000 or 
more at the year-end. Some 
5,400,000 TV units were turned out 
in 1951 compared with the all- 
time high of 7,500,000 of 1950. 
Radio sales held up surprisingly 
well, 12,300,000 in 1951 vs. 14,600,- 
000 in 1950. 


Thomas C. Pryor 


Current Operating Trends 


The fears of raw materials 
shortage that were prevalent a 
few months ago have been fading 
into the background. The industry 
has been turning out television 
sets at the rate of about 100,000 
per week and radios at the 150,000 
to 200,000 weekly level despite the 
short supply of copper and nickel. 
Today the problem of the industry 
once again is selling rather than 
production. Trade comments state 
that consumer demand has been at 


a low level since the first of the | 


year. While current inventory 
figures are not available, stocks 
have apparently been piling up 
the past several weeks. Within 
the past few days General Elec- 
tric, Emerson Radio, and Muntz 
have slashed set prices anywhere 


from $20-$90 per unit. The rest of | 


the industry has not yet followed 


suit, but these price cuts are a | 


good indication of the selling job 
that now faces the television pro- 
ducers. 

Many in the industry are hap- 
ing that the 1952 Presidential elec- 
tion wil] exert a favorable influ- 
ence on set demand. The nomi- 
nating conventions are scheduled 
for July, and the five months July 
‘through November will be a time 
of intense political activity. Much 
of this five months’ period has 
been a seasonal low point for the 
television industry in previous 
years. If the experience of the 
radio industry in 1924 and 1928 
is any guide, the election this year 
should stimulate consumer buying 
for television sets. The impending 
removal of the freeze on TV sta- 
tions will be discussed in greater 


detail later. At this point it is 
sufficient to point out that this 
event could add slightly to the 
1952 set demand. It will be of far 
greater importance, however, in 
1953 and 1954. All things consid- 
ered, it now looks as though the 
television could produce around 
5 million sets this year. There 
appears more uncertainty whether 
that many units can be sold. 


Military Product of Growing 
Importance 


From the standpoint of 1952 
operations, defense production 
constitutes a bright spot in the 
picture. The importance of elec- 
tronic equipment to the military 
has been generally recognized and 
widely discussed. Increasing 
amounts of electronics are being 
used by all of the armed services, 
particularly the Air Force. Today 
such electronic items as bomb 
sights, gun sights, and search 
equipment make up a very sub- 
stantial percentage of the cost of 
advanced-type fighting aircraft. 
As a result, the decision to build 
up from a 95 to approximately a 
140 Group Air Force by the mid- 
1950s has very favorable earnings 
implications for electronics and 
television manufacturers. While 
the proposed cut-backs in the air- 
craft program will result in some- 
what lower levels of peak produc- 
tion, it now looks as though pro- 
duction will stretch out longer 
than was originally planned. Bar- 
ring a sudden improvement in the 
international scene, the television 
industry should enjoy a substan- 
tial volume of defense business 
for several years to come. Trade 
reports have talked about produc- 
tion of electronics for the military 
attaining an annual level of $2% 
billion. It should be realized that 


only part of this business will go 
to the television industry and that 


the aircraft industry and such 
companies as General Electric, 
Westinghouse, Bendix Aviation, 
and Minneapolis-Honeywell will 
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Total industrial production for the country at large edged 
slightly lower in the period ended on Wednesday of last week, but 
it held close to a par with the high point of a year ago. It remained 
approximately 10% under the all-time high reached during World 
War II. As for employment, claims for unemployment insurance 
benefits in the week ended March 1, declined for the seventh 
straight week to the lowest level this year, but continued to be 
about 22% higher than a year ago. 

The current week was set by the American Iron and Steel In- 
stitute as the fourth consecutive week for the steel mills to attain 
a new historical high peak of production at 102.6% of capacity. 
Output in the previous week registered 102.4% of capacity. 

Steel consumers will be hit two ways as a result of the huge 
steel wage package recommended by the Wage Stabilization 
Board, according to “The Iron Age,” national metalworking weekly. 
They'll have to pay a good deal more money for their steel. And 
“they'll have to face whopping union wage demands—geared to 
the pattern-setting steel settlement as a “bargaining minimum.” 

The size of the board’s recommendations blasted any lingering 
hope Washington stabilizers might have held that they could limit 
the steel price increase to Capehart adjustments. These would 
have allowed steel prices to advance about $2-$3 per ton. But 
the board’s recommendations, if accepted, would raise steelmaking 
costs $12 or more a ton. That’s why prices are the biggest road- 
block to a steel agreement, states this trade weekly. 

The board’s figures indicate the suggested wage package 
would cost the steel industry 26 cents per hour. But industry 
calculations place the cost at 30 cents an hour. The industry adds 
another 30 cents for indirect costs. For the steel industry alone 
these higher costs would total about a billion dollars a year, this 
trade authority asserts. 

As was expected, the case has bounced to the White House. 
President Truman holds the key to future steel production. If he 
okays a sizable steel price rise, we will get continuing steel pro- 
duction—with inflation. If he refuses, the steel companies will 
reject the board’s recommendations and the steelworkers will 
strike April 8. In the end, higher steel prices are inevitable and 
only the amount is yet to be settled. 

This is bad news to steel consumers—but the worst is yet 
to come. Early this week the United Steelworkers of America 
served notice it expects to win similar agreements for half a mil- 
lion workers in steel fabricating plants. The same union repre- 
sents aluminum workers, whose wage negotiations have been 
bogged down pending development of a “pattern” in the steel case. 
It is expected that the union will try to establish the board’s recom- 
mendations as a “bargaining minimum” in all these negotiations. 

Then John L. Lewis will be around trying to hammer out 
just a little more for his United Mine Workers. By this time the 
sixth round wage pattern will be pretty well set, states “The 
Iron Age.” 

Steel consumers cannot be expected to absorb higher steel 
costs and terrific new wage packages along the lines recommended 
by the board. They in turn will have to seek higher prices if they 
hope to keep their heads above water. 

Renewed consumer interest was noted particularly in Detroit, 
where auto companies recently were permitted bigger quotas. At 
first they did not think they needed much more steel to make the 
extra cars. But after taking stock of the situation they have 
begun to place additional orders. 

But government controls leave the great bulk of steel con- 
sumers helpless to hedge against the possibilities of a strike and 
higher prices. Most of them have already placed orders against 
all Controlled Materials Plan tickets allotted them, concludes this 
trade authority. 


Steel Production 
Electric Output 
Carloadings 
Retail Trade 
Commodity Price Index 
Food Price Index 
Auto Production 
Business Failures 




















Steel Output Scheduled This Week to Attain Fresh 
All-Time Weekly Production Record 


This is one time that possibility of a steelworkers’ strike did 
not have any appreciable effect on metalworking companies’ steel 
inventories, says “Steel,” the weekly magazine of metalworking 
the current week. There are two reasons for the absence of the 
protective buying that usually accompanies steel industry wage 
negotiations—government rationing of steel, and increased caution 
toward inventories. 


Even if a buyer wanted to lay in some protective tonnage he 
could buy only to the limits of his Controlled Materials Plan tick- 
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Rukeyser Talks Back 
To President Truman 


President Truman’s recent slur 
On the so-called private power 
lobby has been vigorously 
answered by Merryle Stanley 
Ku Keyser, 
economic 
columnist. 
This occurred 
March 21 on 
Mr. Rukey- 
ser’s new 
weekly broad- 
cast, “Ru- 
keyser Re- 
ports” over 
WOR - Mutual 
Broadcasting 
System. 

“Since you 





and I were 
together last 
Merryle S. Rukeyser i ve net 


Ru keyser, 
“President Truman answered your 
question about talking back to 
the government. The President 
spanked the private power 
lobby. The President lambasted 
its criticism of public power as 
‘vicious’ and I quote: ‘one of the 
most cynical and dangerous de- 
velopments in many years.’ 


“For my part, however, the 
right of citizens to petition the 
government should not be cur- 
tailed. I’m for an open competi- 
tive market in ideas—and I think 
the common sense of the people 
can select the wheat from the 
chaff. The taxpayers have pro- 
vided those temporarily in charge 
of the Executive Branch with 
plenty of money for publicizing 
their ideas. 

“Mr. Truman feels that the pri- 
vately owned utilities have been 
too aggressive. On the other hand, 
I have criticized them again and 
again on precisely the opposite 
ground. I think they’ve been 
overly timid and unduly cautious. 
But it’s these differences that 
make horse races and also a com- 
petitive system.” 
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The Security I 
Like Best 


of the 11,718,632 
may be required to divest itself 
of a portion of its stockholding 
under an SEC ruling, though fur- 
ther appeals may be made. 

United Gas earned $1.56 per 
share in 1951 and paid $1 in divi- 
dends. The management has esti- 
mated 1952 earnings of $1.87 per 
share and earnings of $2.20 are 
likely for 1953. On this basis an 
increase in the 25c quarterly divi- 
dend is possible. Interest and sink- 
ing fund requirements can be met 
under the most adverse condi- 
tions, according to the manage- 
ment. 

With a conservative capitaliza- 
tion, completion of the expansion 
program, a growing territory, and 
interests in oil, sulphur, potash 
and petrochemicals, United Gas 
Corporation, one of the largest gas 
handlers in the country, is an 
attractive commitment at present 
levels, 27. 


of 27% shares, 


Joins A. M. Kidder Co. 


(Special to THe FINANCIAL CHRONICLE) 
ST. PETERSBURG, Fla.—Rob- 
ert T. Bowman has become affili- 
ated with A. M. Kidder & Co., 
400 Beach Drive, North. 


A. M. Kidder Adds 


Special to THe FINANCIAL CHRONICLE) 


SARASOTA, Fla.— Donald L. 


Larson is now with A. M. Kidder 
& Co., 200 Scuth Palm Avenue. 


(1277) 5 











Observations... 

















By A. WILFRED MAY 








Two Presidents Submit Financial Observations 


“There’s no socialism in Russia. It is the hotbed of 
special privilege. A common everyday citizen has 
about as much to say about his government as 
an average stockholder in a giant corporation.” 


—HARRY S. TRUMAN. 


This quotation, one of the less glamorous of the diary entries 
in the best-selling book MR. PRESIDENT* in implying villainy 
of corporate management, typifies the current oversimplification 
of, and superficial attitudes toward, many questions in the in- 

vestment field. 











Actually, the impotence of today’s public 
shareholder results from a wide variety of 
factors, including vitally the divergence of 
corporate ownership and control. While the 
managers can in certain instances and sectors 
(as in the insurance field) perhaps do more 
in letting their owners have more “say,” much 
of the trouble is the shareholder’s own fault, 
including his downright laziness (akin to the 
political electorate, half of whom do not 
trouble to vote in national elections), and a 
partially unwarranted sense of futility. The 
investor-stockholders want to be well-gov- 
erned without being bothered, some very few 
occasionally raising Hell when the manage- 
ment takes advantage of their apathy. 

Stockholders’ intelligent and active inter- 
est and conscientiousness paving the way for 
their constructive organization, rather than 
legislation can importantly help “do the trick.” 

In any event, continued and far more thorough consideration 
of the angles of corporate democracy is called for than is implied 
in the metaphor which Mr. Truman saw fit to embody in his 
observation on the Russian scene. 


The ramifications and continuing difficulties obstructing the 
arrival at definite conclusions to this and other key problems in 
finance, is also being currently demonstrated in the hearings of 
the Congressional Heller Committee in its investigation of the 
SEC. This was instanced vividly this week in the interrogation 
of New York Stock Exchange officials by the visiting Congress- 
men in New York City’s uptown Immigration Building. 


In the view of the Stock Exchange, the key to corporate 
democracy lies in a well-regulated and expanded security market. 


That Margin Question 


Another of such moot questions to arise in these hearings con- 
cerned the issue of margin requirements. The position of the 
Stock Exchange, as set forth by President Funston, is that the 
security collateral requirement as set by the Federal Reserve 
Board, now at 75%, has been and still is discriminatory contrasted 
with other credit-granting in the community; and is socially harm- 
ful in constituting one of the factors causing the market’s !ack of 
desired activity and “liquidity.” 

In reply Chairman Heller, modestly disclaiming abilities as 
an economist, asked the natural question whether margin restric- 
tion is not needed as a help to stay inflation, 





A. Wilfred May 


Bound Up With Broader Elements 

Both of these viewpoints typically appear to miss the point 
that factors far broader than stock market credit motivate infla- 
tion either within or outside of the market. Stock market expan- 
sion and price rises occurring throughout the many years Of war 
and peace since the SEC’s New Deal advent in 1934 have been 
activated, not in correlation with margin requirements, but rather 
by the government’s external policies; as deficit-spending, arti- 
ficially low interest rates, and taxation. Thus, as vividly demcn- 


Continued on page 16 


* “Mr. President,” by William Hillman. Farrar, Straus and Young, New 
York, 233 pages, price $5.00. The quotation is from page 121. 
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We take pleasure in announcing that 


MR. EDGAR J. LOFTUS 


| has been elected Executive Vice President 


and a member of the Board of Directors 





| Mr. Loftus will also serve on 
| 
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the Executive Committee 
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A Speculator Looks at TV 


By 


S. B. LURIE 


Paine, Webber, Jackson & Curtis 


Market analyst holds television industry has come of age 

market-wise presaging higher price-earnings ratios. Notes great 

stimulus to set sales which will come from coming lifting of 
new stations freeze, and from introduction of color. 


Jv st about a year ago, the sellers’ 


market which had accompanied 
America’s newest billion dollar 
ind. stry came to an end. And 
earivings in 


the second and 


thirc quarters 

piu mmeted 

wit breath- 

tak: 1g sud- 

deiuness. 

Wi le the 

fou'(h quar- 

ter ‘nade un- 

ex,ectedly 

cheerful 

reading, the 

hig - water 

ma of 1950 

ea nings 

re;s;ained S. B. Lurie 
inviolate. And 

no one is so bold as to question 


its being surpassed in 1952. Yet, 
the equities of most television 
con »anies—whether it be a set 
ma.ufacturer or a component 
pa: manufacturer—now are at, 


or j irting with, their record all- 


time highs. Is the anomaly real 
Or i; it fancied’? 

[ retrospect, one fact stands 
out: The television industry has 
“corre of age” marketwise—it has 
reacned a point of security-buyer 
esteem never before possessed. 
Expcessed another way, the price 
times earnings ratio has been— 


anc remains—in a long-term up- 


tresai. More dollars will be paid 
for smaller earnings—and this is 
the acid test of the stock price 
leve:. The following factors have 
corm ined to bring about this con- 
dition: 


(1) Last year, the television in- 


dusi-y met — and_ successfully 
passed—-its first major test with 
flyi.g colors. Although set pro- 
duction last summer was cut al- 
mos: to the vanishing point, all of 


the major companies were in the 
biac\x for the quarter—if not indi- 


vid_al months. And all of the 
maior set producers escaped fi- 
nancial ditticulties; the troubles 
were confined to the marginal 
few —the fringe manufacturers. 
Thi those who expected—and 
have been waiting for—a whole- 
sale “cleanout” were doomed to 
diss »pointment. The birth pains 
weve surprisingly few and a lusty 
infsiit was delivered. 
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(2) As a matter of fact, the 
television industry demonstrated 
its claim to at least one of the 
acid tests of good management 
Resourcefulness and maneuvera- 
bility. The promptness with which 
the major producers sensed the 
end of the sellers’ market—with 
which new sets at lower prices 
were introduced is supporting 
evidence. In other words, the 
television industry showed that it 
wasn't guilty of the sins of, say the 
textile business. Part of the an- 
swer of course lies in the fact that 
television—unlike older  indus- 
tries—-possesses an inherent re- 
siliency of demand, more bounce 
to the ounce, so to speak. This is 
another bull point. 

(3) In the security markets, last 
year was noteworthy for the 
growing “emotional maturity” dis- 
played by the average stock buyer 

the indifference to temporary 
uncertainties, and the reliance on 
the future. With this philosoph- 
ical condition still in force, the 
fact that the industry’s first quar- 
ter 1952 earnings reports will 
make dismal comparison with last 
year has more or less become an 


accepted fact Furthermore, the 
security-buying public may take 
the position that although retail 
demand has softened of late, a 
once - bitten industry will be 
twice-shy. Under the present 


tempo of speculative thinking, to- 
day’s inventory indigestion may 
be regarded more as a temporary 
or isolated condition than a sym- 
tomatic situation. 

(4) With the television industry 
having qualified for special treat- 
ment under the EPT, practically 
all of the major companies have a 
base exemption which is around 
or below 1951 earnings. Thus, 
this particular earnings limitation 
will first come into force in 1952— 
and, even then, it does not detract 


from the present prospect that 
most maior companies can earn 
roughly 10% more than in 1951. 


Although unit set production may 
be slightly less than last year, the 
operating environment should be 
free of last year’s chaos—which 
means better profits. Further- 
more, by the summer months the 
leading companies will be in vol- 
ume production of war work and 
this, for the most part, should be 
“plus business.” 


Temporary Over-Popularity 


Any industry which becomes a 
speculative favorite runs the risk 


of temporary over - popularity. 
This may be true of television 
stocks today—for the _ security 


buyer’s under-inventoried position 
in the group certainly has had a 
chance to be corrected in the past 
three months. And many of the 
industry’s new friends seem to be 
glossing over the realities in favor 
of the romance. It’s a little prema- 
ture to talk about 1953 when 1952 
has just hatched. If this be true, 
it will take more than a 5,000,000- 
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t ear in 1932 to bulid a new 
major advance from this point 
Sure, the long-term future of 


the electronic industry is brilliant 
Just as the techniques developed 


during World War II gave the 
industry a lift, so our garrison 


economy has accelerated the pace 
of research with an _ inevitable 
consequent stimulus to growth. 
Even today, there are bright stars 
on the horizon in the form of 
transitars—microwave relay—an 
eventual world-wide television 
sytem, ete. But the die has not 
yet been cast as to which compa- 
nies—which segments of the in- 
dustry — will reap the greatest 
benefits. 

Sure, the coming lifting of 
freeze on 


the 
new stations spells an 
ultimate tremendous stimulus to 
set sales—and an enormous lift to 
television broadcasting. But only 
a handful of newW stations will be 
added to the existing total this 
year, and even those will probably 
be in smaller cities. The major 
stimulus to 1952 set sales will 
come from the political campaign 
and the fact that eight more cities 
will be on the TV networks this 
summer. Really important new 
markets won't “open und” for at 
least another year. Meanwhile, 
similar to the situation in the set 
market, the demand for time has 
softened on the broadcasting front. 


Coming of Color 


Sure, color is coming. And 
when it does become a commercial 
reality it will have a tremendous 
impact on the trade. For one 
thing, it will tend to obsolete all 
the sets now in use. Secondly, it 
will be added incentive to set 
ownership. Thirdly, it will be 
special reason for advertisers to 
use television. But color, glori- 
ous as it is, may be two years 
off—and no one knows how long. 
or how deen, the interim transi- 
tion will be. Obviously, once the 
public believes that color is 
around the corner. sales of black- 
and-white sets will lessen. 

Just to complicate matters, 
there’s little question but that a 
new star is in the making—as the 
industry gets its second wind: “A 
set maker provided the outstand- 
ing success story of the first phase 
of growth. This time, a parts 
maker or a _ broadcasting chain 
may capture the honors. But it’s 
too early to tell. And it may be 
too early to put a halo around an 


industry—which, while dyanmic, 
is still adolescent. The growing 


pains may need a little stock mar- 
ket sulphur and molasses. 

On the psychological front, one 
fact stands out: there’s been a 
subtle change in the news environ- 
ment. For one thing, the two 
chief candidates for stock split- 
ups did not take such action at 
their recent directors’ meetings. 
Secondly, seasonally this is the 
time when sales usually are at a 
low ebb—and retail demand won't 
pick up until the summer months. 
Hence, the group probably will 
pause and refresh itself. 


Second Inv. Gourse 
Given in Edmonton 


EDMONTON, Alta, Canada — 
A new offering of Course II, 
“Principles and Practices of In- 
vestment Finance in Canada,” will 
be offered in Edmonton to com- 
mence towards the end of May. 
The response to the previous 
course offered in collaboration 
with the Investment Dealers As- 
sociation of Canada proved highly 
successful. 


Paul C. Wolff 
Paul C. Wolff passed away 
the age of 65. 


at 
In the past before 
his retirement he conducted his 
own investment business in New 
York City under the name of Paul 
C. Wolff Investment Company. 


LETTERS TO THE EDITOR: 





... Thursday, March 27, 1952 


Majority of Contributors to Forum 
Favor Carothers’ Stand on UMT 


Check of comments received, including those given in today’s 


issue, shows 


overwhelming proportion agree 


with views 


of Neil Carothers in his article “UMT—Why It Is a Mistake.” 


Provision is made in today’s 
issue for publication of the 
remaining letters elicited by 
Neil Carothers’ article, “‘UMT 
—Why It is a Mistake,” which 
appeared in the “Chronicle 
of Feb. 21. Although the 
House vote on March 4 to re- 
commit the bill to the Armed 
Services Committee seeming- 
ly killed the proposal for this 
session of Congress, there 
were subsequent reports of 
the possibility of its being re- 
vived in amended form. Ac- 
cordingly, the “Chronicle” 
deemed it appropriate to con- 
tinue publishing the letters 
received in response to Dr. 
Carothers’ article. In this con- 
nection, it may be noted that 
a cneck of the views expressed 
indicates that the majority of 
contributors on the subject 
are in agreement with Dr. 
Carothers that adoption of 
UMT would be a mistake. The 
remaining unpublished letters 
appear herewith.—EDITOR. 


HARRISON L. AMBER 


President, 

Berkshire Life Insurance Co., 

Pittsfield, Mass. 

When you ask for comment 
upon Dr. Carothers’ article you 
strike a very responsive chord be- 
cause I am 100% against UMT. 
I heartily 
agree with 
his opinion 
about the four 
reasons for its 
adoption. It 
will, in my 
opinion, 
do none of the 
things which 
the bill is 
claimed to do. 

Aside from 
the tremen- 
dous cost, 
which may be 
secondary, es- 
pecially if we 





H. L. Amber 


get into war, 
is the tremendous leverage of 
power which UMT gives to the 


military. I regret that the public 
is having less and less respect for 
our military leaders but it is their 
own fault: their wasting of the 
taxpayer’s money and their utter 
disregard for the will of the tax- 
payer has, in my opinion, been the 
cause or is the cause of the lack 
of confidence which the public has 
in our military men. 

I do not want to inject politics 
into this letter but I think the 
people who are playing up Eisen- 
hower as a Presidential candidate 
may find that he is not as popular 
as they think, not because people 
are not great admirers of Eisen- 
hower—I am myself—but we 
are becoming more and more sus- 
picious of our military leaders and 
he is, of course, a military man. 

I am delighted today to learn 
the UMT has been defeated and I 
hope forever, at least that is my 
feeling at the moment. 


L. E. LEVERONE 


President, 
Nationwide Food Service, Inc., 
Chicago, Hl. 

I have read Dr. Carothers’ ar- 
ticle rather carefully. It exactly 
expresses my views. Perhaps I 
would make it even stronger than 


Dr. Carothers. It is just another 
step toward absolute regimenta- 
tion. 


If UMT goes through, it will be 
another movement forward to- 
ward an eventual absolute regi- 


mentation of youth. It will 
fatal to us if it is carried out. 
HARRY A. BULLIS 
Chairman of the Beard, General 
Mills, Inc., Minneapolis, Minn. 
Dr. Carothers has analyzed the 
situation in a discerning man- 


ner and has marshalled his argu- 
ments convincingly. 


be 


WhilelI have 
no strong 
convictions on 
this subject, it 
has been my 
general opin- 
ion that a 
short period 
of military 
training,which 
did not inter- 
fere with the 
individual's 





hoe ae yp 
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career, might 
be of some 
value, partly 


because of the 
discipline 
which it re- 
quires and partly because it would 
make it easier to build an army 
in the future if it should ever be- 
come necessary. I do not believe 
that we should maintain a large 
army during peacetime, but it 
does seem to me that we should 
have enough men with training in 
the fundamentals so that they 
could be retrained quickly in the 
use of new equipment if the need 
should arise. 

Our bottleneck has always been 
man-power in preparing for past 
wars. An intelligent program of 
Universal Military Training 
should minimize the hazards of 
that bottleneck. 


Harry A. Bullis 


HON. JOHN W. BRICKER 
U. S. Senater from Ohio 


It is an excellent article. As 
you probably know, I am substan- 
tially in accord with Dr. Caro- 
thers’ views. 


D. C. REID 


85 Gracechurch St., 
London, E. C. 3, England 


Dean Carothers’ article on Uni- 
versal Military Training would 
carry more weight if it did not 
contain so much evidence of anti- 
British prejudice. Dr. Carothers 
maintains that the United States 
was colonized mainly by refugees 
from European militarism. As 
even he should be aware, there 
was no conscription in England 
until the 1914-1918 war and the 
earlier colonists—such as George 
Washington’s father—could hardly 
be more inaccurately described. 

The English regular army — a 
creation largely of Oliver Crom- 
well— was always made up of 
volunteer soldiers. Some of its 
regiments—including the 17th or 
Leicestershire Regiment—in which 
I had the honor to serve, were 
stationed for long periods in 
America to protect the colonists 
from the French and the Indians. 
George Washington received his 
own military training as a colo- 
nial officer attached to the British 
forces. 

During the last war I was at- 
tached for six months to the 
American command in Northern 
Burma, and it is fair enough to 
say of Joe Stilwell’s campaign 
that “never was so little achieved 
with so much equipment” because 
of the lack of trained troops on 
the ground. The American com- 
manders thought that they could 
get the fighting done by Chinese 
levies so long as they supplied the 
equipment. 

One day 


an American officer 


Continued on page 26 









Another Major Engineering Achievement 
Conceived and Developed in the 


World Famous PHILCO Laboratories 


The Kevolutionary 21-inch 


Optic-Engineered TV Picture Tube 


with Exelusive Iso-Focus Beam 


NOTHER PHILCO FIRST! Another significant develop- 
A ment in the science of television from the Philco 
Jaboratories—the 21-inch Cylindrical Face All-Glass 
Cathode Ray Tube, and the exclusive Iso-Focus Beam. 
Conceived by Philco, developed by Philco, this triumph 
of Philco electronic and optic research provides, by far, 
the highest fidelity picture in television shattering all 
previous standards of TV reception and reliability. 


Three Years in the Making 


This new, important development is the culmination 
of three years of research by a special group of Philco 
Electron-Optic Engineers. Applying the principles of 
2lectronics to the laws of optics, these Philco scientists 
have developed a truly optic-engineered picture tube. 
[ts cylindrical-shaped face is designed to reject glare, 
oroviding eye comfort heretofore unattainable. Its 245 


PHILCO 





square inch surface is 14‘; larger than a 20-inch tube 
and actually larger than ordinary “‘21’s’’. The exclusive 
Iso-Focus Beam adds even greater picture fidelity to 
Philco’s famous Balanced Beam chassis. And it provides 
faithful picture reproduction covering the entire range of 
delicate black and white shadings. 

The great Philco-developed 21-inch tube is now 
available to the entire industry, but the spectacular 
Iso-Focus Beam, which makes possible true picture 


fidelity, can be found ONLY IN PHILCO TV! 


Phitco Engineering Leadership 


This tremendous achievement is but one of the many 
reasons why Philco is, by far, the most wanted TV in 
America. Through the years, the countless engineering 
advances from Philco laboratories have raised the 
standards of the entire industry. 
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REJECTS 
GLARE 


Optic-Engineered 
Light beams are rejected scientifi- 
cally, by curving the face of the 
tube around a vertical axis... 
providing true eve comfort. 








Iso-Focus Beam 


True Focus in all parts of the pic- 
ture—on the edges as well as in 
the center of the picture! 
and smears banished. 


Blurs 











TV’s Greatest. Power Plant 
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Dealer-Broker Investment 
Recommendations & Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 














Bank Stocks Comparison and analysis of 12 leading bank 
stocks outside New York City Laird, Bissell & Meeds, 
120 Broadway, New York 5, N. Y. 


Bank Stocks — Brochure outlining the case for bank stocks 
including pertinent facts on 24 selected banks—Kidder, Pea- 


body & Co., 17 Wall Street, New York 5, N. Y. 
Higher Profits in 1952 —List of 20 selected common stocks 
which should show higher profits in 1952 than in 1951 F. P. 


Ristine & Company, 15 Broad Street, New York 5, ae £ 


Insurance Stocks—Second tabulation of operating results for 
12 months ended Dec. 31, 1951—Geyer & Co., Incorporated, 


63 Wall Street, New York 5, N. Y. 


Japanese Foreign Obligations—Discussion—Nomura Securities 
Co.. Ltd. 1, 1-chome Kabutocho, Nihonbashi, Chuo-ku, 
Tokyo, Japan. In the same bulletin are analyses of Japanese 
Paper Manufacturing Industry and the Investment Trust In- 
dustry of Japan. Also available are quotations and stock 
price indices for the Tokyo Stock Exchange. 


Long Term Dividend Payers—Forty selected issues— Francis I. 
du Pont & Co., 1 Wall Street, New York 5, N. Y. 

Motor Industry—Review—Dean Witter & Co., 14 Wall Street, 
New York 5, N. Y. 


Over-the-Counter Index—Booklet showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 13-year period— 
National Quotation Bureau, Inc., 46 Front Street, New 
York 4, New York. 


Television Industry 
way, New York 5, N. Y. 


Variety Chains — Analysis with particular reference to S. S. 
Kresge Company, G. C. Murphy Company and F. W. Wool- 
worth Co.—E. F. Hutton & Company, 61 Broadway,New 
York 6, N. Y. 


Review—Sutro Bros. & Co., 120 Broad- 


American Cyanamid Co.—Memorandum 
& Co., 14 Wall Street, New York 5, N. Y. 
memorandum on Butler Brothers. 


Shearson, Hammill 
Also available is a 


Argo Oil Corporation—Bulletin—Seligman, Lubetkin & Co., 
30 Pine Street, New York 5, N. Y. 


Associates Investment Co.—Data—Abraham & Co., 120 Broad- 
way, New York 5, N. Y. Also available are data on Doehler- 
Jarvis Corp., Public Service Electric & Gas, South Carolina 
Electric & Gas Co. and Tennessee Corp. 

Atomic Instrument Company—Analysis—Coffin, 
123 South Broad Street, Philadelphia 9, Pa. 


Baruch Oil Corporation—Analysis—McLaughlin, 
1 Wall Street, New York 5, N. Y. 


Beneficial Loan Corporation—Annual report for 1951—Benefi- 
cial Loan Corp., Wilmington, Del. 


3etz & Co., 


Reuss & Co., 


Booth Fisheries Corporation—Analysis—Central Republic Co., 
209 South La Salle Street, Chicago 3, Ill. 


City National Bank & Trust Co.—Memorandum—Remer, Mit- 
chell & Reitzel, 208 South La Salle Street, Chicago 4, Ill. 
Empire Southern Gas Company—Analysis—H. M. Byllesby and 
Co., Inc., 1500 Chestnut Street, Philadelphia 2, Pa. 

Interstate Petroleum Co.—Memorandum—Smith, Barney & Co., 
14 Wall Street, New York 5, N. Y. Also available is a mem- 
orandum on Morris & Essex Railroad Co. 











‘ Common Stock of 
Texas Cal , 
exas Calgary Company 
Owns 1.877.000 shares of Empire Petro- 
leums Ltd.. plus proven acreage in the 


Redwater and Ledue fields in Alberta. 


Canada. and in Logan & Caddo County. 
Oklahoma. 


Vot a new issue 


Information on request 


TROSTER, SINGER & Co. 


Members: N. Y. Security Dealers Association 


74 Trinity Place, New York 6, N. Y. 


Telephone: HA 2-2400 Teletype NY 1-376; 377; 378 
Private wires to 
Cleveland-Denver-Detroit-Los Angeles-Philadelphia-Pittsburgh-St. Louis 
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Annual 
Co.. 


Lion Oil Company— 
ment, Lion Oil 


Maine Central Railroad—Information—Raymond & Co., 


State Street, Boston 9, Moss. 


New England Lime Company 
Co. Inc... 75 Federal Street. B 
New England Public Service Co. 


11] 


Ohio Oil Company 
New York 5, N. Y 
Gas & Electric Corporation. 


Tubes Limited—A 


3roadway, New York 6, 


Page-Hersey 


report 
El Dorado, 


Analysis—Vilas & Hickey, 


Also available is 


Public Relations Depart- 
Ark. 


148 
Circular—Dayton 
10, Ma 35. 


Analysis—Ira Haupt & Co., 
i! - 


Haigney & 


oston 


49 Wall Street, 
an analysis of Rochester 
Ross, 


nals sis 


Knowles & Co., 


330 Bay Street, Toronto 1, Ont., Canada. 


Placer Development, 
1006 Second Avenue, Seattle 


Phillips Petroleum Company - 
Forgan & Co., 40 Wall Street 


Rheem Manufacturing Co. 


Ltd.—Analysis—John R. 


Annual 


Lewis, Inc., 


4, Wash. 


Analytical brochure - 
, New York 5, N. Y. 


- Glore, 


report—Rheem Manufac- 


turing Co., 570 Lexington Avenue, New York 22, N. Y. 


Riverside Cement Co.—Analysis and 


review of the Cement 


Industry—Lerner & Co., 10 Post Office Square, Boston, 9, 


Mass. 


Russell Reinforced Plastics Corp.- 


rities Corp., 111 Broadway, N 


Memorandum—Aetna Secu- 
ew York 6, N. Y. 


Seneca Oil Company—Analysis—Genesee Valley Securities Co., 
Powers Building, Rochester 14, N. Y. 


Standard Gas & Electric Co.—Memorandum—Ernst & Co., 120 
3roadway, New York 5, N. Y. 


Sioux Oil Co.—Photostatic copy of letter from the President 
reporting progress of the company—James M. Toolan & Co., 


67 Wall Street, New York 5, 


ie We 


Texas Calgary Company—Information—tTroster, Singer & Co., 


74 Trinity Place, New York 6, 


N. Y. Also available is a brief 


report on Eastern Racing Association and Monmouth Park 


Jockey Club. 








Notes 


SECURITY TRADERS ASSOCIATION OF NEW YORK 


Security Traders Association 


of New York (STANY) Bowl- 


ing League standing as of March 20, 1952 are as follows: 


TEAM 


Kumm (Capt.), Ghegan, R 
Bean (Capt.), Lax, H. Frankel, 


Goodman (Capt.), Weissman, Far 
Donadio (Capt.), Rappa, O’Connor, Whiting, DeMaye_ 


Mewing (Capt.), G. Montanye, M 


Serlen (Capt.), Gold, Krumholz, 


Hunter (Capt.), Craig, Fredericks, 


Krisam (Capt.), Gavin, 


Leone (Capt.), Tisch, O’Marra, Nieman, Bradley___. 
Greenberg (Capt.), Siegel, Cohen, Strauss, Voccoli__ 


Burian (Capt.), Siepser, Hunt, G1 
H. Meyer (Capt.), Swenson, A. F 


200 Club 
Vic Reid RAM 


Our next bowling night is M 


Goodman vs. Meyer 
Bean vs. Greenberg 
Leone vs. Krisam 











March 26-27, 1952 (Chicago, Il.) 
Central States Group of the In- 

vestment Bankers Association of 

America at the Drake Hotel. 


April 17, 1952 (New York City) 


Security Traders Association of 
New York-Investment Traders As< 
sociation of Philadelphia bowling 
tournament. 


April 18, 1952 (New York City) 


Security Traders Association of 
New York annual dinner at the 
Waldorf Astoria. 


May 1-2, 1952 (Galveston, Tex.) 

Texas Group of Investment 
Bankers Association Spring Meet- 
ing at the Hotel Galvez. 


Points 
. Montanye, Krassowich, Manson 79 
Werkmeister, Reid_______ 76 
rell, Valentine, Smith____ 74 

tn 
. Meyer, LaPato, Klein___ 70 
Young, Gersten_ cn. a 
Weseman, Lytle ania, “ae 
Gannon, Jacobs, Murphy~_- . 61 
——— 
a 

‘“owney, Kaiser 5314 


rankel, Wechsler, Murphy 53 


5 Point Club 
Tom Greenberg 
Hank Serlen 
Art Burian 


arch 27, 1952, our next schedule 


Serlen vs. Donadio 
Hunter vs. Mewing 
Kumm vs. Burian 


May 4-8, 1952 (San Francisco, Cal.) 
National Federation of Finan- 
cial Analysts Societies Fifth An- 


nual Convention at the Fairmont 
Hotel. 


May 9-10, 1952 (Los Angeles, Cal.) 
National Federation of Finan- 
cial Analysts Societies Fifth An- 


nual Convention at the Ambas- 
sador Hotel. 


May 14-17, 1952 (White Sulphur 
Springs, W. Va.) 


Spring Meeting of the Board of 
Governors of the Investment 
Bankers Association. 


June 6, 1952 (Chicago, Ill.) 

Bond Club of Chicago field day 
at the Knollwood Country Club in 
Lake Forest. 


June 6, 1952 (New York City) 
Bond Club of New York outing 
at Sleepy Hollow Country Club. 


.. Thursday, March 27, 1952 


June 10-13, 1952 (Canada) 
Investment Dealers’ Association 
of Canada annual convention at 
the Algonquin Hotel, St. Andrews- 
by-the-Sea, New Brunswick. 


June 13, 1952 (New York City) 


Municipal Bond Club of New 
York annual outing at the West- 
chester Country Club and Beach 
Club, Rye, N. Y. 


June 13, 1952 (Philadelphia, Pa.) 
Investment Traders Association 

of Philadelphia summer outing at 

the Whitemarsh Country Club. 


June 16-17, 1952 (Detroit, Mich.) 


Bond Club of Detroit-Security 
Traders Association of Detroit & 
Michigan joint summer outing— 
June 16 at the Detroit Boat Club; 
June 17 at the Lochmoor Country 
Club. 


June 18, 1952 (Minneapolis, Minn.) 

Twin City Bond Club annual 
picnic at the White Bear Yacht 
Club. 


June 20-22, 1952 (Minneapolis, 
Minn.) 


Twin City Security Traders As- 
sociation annual summer outing 
“Operation Fishbite” at Grand- 
view Lodge on Gull Lake. 


Sept. 28-Oct. 1, 1952 (Atlantic 
City, N. J.) 


American Bankers Association 
Annual Convention. 


Oct. 19, 1952 (Miami, Fla.) 

National Security Traders Asso- 
ciation Convention at the Roney 
Plaza Hotel. 


Nov. 30-Dec. 5, + ~ 
(Hollywood, Fla.) 


Investment Bankers Association 
Annual Convention at the Holly- 
wood Beach Hotel. 


Sylvan Weil 


Sylvan E, Weil passed away at 
the age of 59. Prior to his retire- 


ment in 1940 Mr. Weil was a 
member of the New York Stock 
Exchange and a partner in H. 


Hentz & Co. 








5 MINUTES 
FROM WALL ST. 


N. Y.’s largest Hotel 
offers foremost 
facilities for 


banquets 
meetings 
office parties 


Outstanding valves—for lorge 

or small groups! Clark St. sta. 

7th Ave. IRT subway in hotel. 
) Telephone MAin 4-5000. 


HOTEL 


ST. GEORGE 


Clork St. Brooklyn, N. Y. 
Bing & Bing, Inc., Management 











WANTED 


SECURITY SALESMAN 
Full or Part Time 


Private corporation offering its 
securities direct to stockhold- 
ers and public. Liberal draw- 
ing against commission. Reply 
stating qualifications to Box 
S 327, Commercial & Financial 
Chronicle, 25 Park Place, New 
York 7, N. Y. 
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Prospects for the 
Television Industry 


be major producers of electronic 
equipment for the armed services. 

To get back to the current situ- 
ation, military production began 
to get rolling the latter part of 
1951 and will be considerably 
larger in 1952. Take Sylvania as 
an example. In 1951 that com- 
pany’s defense production amount- 
ed to around 17-18% of total sales. 
By the last quarter, however, mil- 
itary output had risen to about 
25% of total operations, and this 
rate is scheduled to build up to 
something close to 50% of monthly 
sales later in 1952. RCA-Victor 
has indicated that about one-third 
of its 1952 volume will be mili- 
tary business, while Motorola ex- 
pects to obtain about 25% of 1952 
sales from defense work. So far 
as profit margins are concerned, 
many in the industry are antici- 
pating something in the order of 
8-10% pre-tax on overall govern- 
ment business. This would not 
seem unduly high based on past 
performance. If these margins can 
in fact be realized, it is clear that 
defense production will make a 
sizable contribution to company 
profits based on level of sales 
presently projected. 


Lifting of the Freeze Imminent 


There is widespread current in- 
terest in the impending removal 
of the freeze on television station 
construction. This has undoubt- 
edly been a major factor in the 
market strength of TV stocks over 
the past few months. Federal 
Communications Commission ac- 
tion on the station ban could come 
any day, although recent reports 
indicate it may be delayed until 
after April 1. There is no ques- 
tion but the lifting of the freeze 
will be a most constructive devel- 
opment for both the set makers 
and the networks. It should be 
realized, however, that a very 
considerable amount of time will 
elapse before many new stations 
are on the air. Even though UHF 
and VHF channels are allocated 
to various cities, the Commission 
will be faced with the herculean 
task of passing on all the indi- 
vidual station applicants in order 
to determine who is to be allowed 
to own and operate the various 
stations. It seems doubtful if more 
than 10 new stations will get on 
the air this year. Last fall, Dr. 
Baker, Vice-President in charge 
of Electronics for General Elec- 
tric, estimated that two years after 
the freeze some 140 stations (in- 
cluding 36 UHF stations) would 
be on the air and 500 stations, 
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(166 being UHF stations) at the 
end of five years. These figures 
are considerably more conserva- 
tive than many others that have 
been bandied about. Coming from 
a man of Dr. Baker’s stature, 
however, these estimates are of 
considerable interest. On a much 
longer term basis it may well be 
that 1,000 or more stations will 
be on the air. Looking beyond the 
freeze, estimates of the potential 
market for television sets range 
all the way from 30 to 50 million. 
Projecting five years ahead, it is 
not difficult to envision a total 
market of 40 million sets, as com- 
pared with some 16 million now 
in use. Allowing for trade-ins due 
to obsolescence, homes with two 
sets installed, etc., it does not seem 
unreasonable to project an aver- 
age consumer demand of five mil- 
lion sets or more annually over 
the next five years. 


The television networks will be 
major beneficiaries from a lifting 
of the freeze. The year 1951 was 
a banner year for the telecasting 
industry. Some 93 of the 106 re- 
porting television stations oper- 
ated in the black. The television 
networks and stations combined 
grossed some $239 million and 
recorded profits before taxes of 
$44 million, indicating.a pre-tax 
margin of 18%. This contrasts 
with a $9 million combined loss 
suffered in 1950. The networks and 
their 15 owned stations grossed 
$132 million in 1951 and earned 
$12 million before taxes, a profit 
margin of 9%. The remaining 91 
stations had total revenues of 
$107,000,000 and $31 million of 
pre-tax income, a 29% margin. 
These figures bear out the fact 
that the stations are currently 
much more profitable than the 
networks. The latter have been 
handicapped by the limited num- 
ber of stations now in existence. 
This situation will improve, of 
course, as new stations start com- 
ing on the air. On the other hand, 
profit margins of some of the 
present television stations might 
well narrow as additional stations 
get into operation and competition 
intensifies. One of the interesting 
developments has been the in- 
creased interest taking place in 
UHF. Technological advances 
have improved the performance 
of UHF reception and strength- 
ened its competitive position. It 
is reported that certain networks 
have requested the FCC lift its 
five-station ownership limit in 
order that some UHF units may be 
acquired. Taking a good long look 
ahead, many in the telecasting 
field expect it to eventually be- 
come a billion-dollar-a-year in- 
dustry. 

Color Television 


Over the horizon, beyond the 
removal of the station freeze, 
looms color television, a develop- 
ment which is expected to have 
a very significant effect on all 
phases of television. The industry 
is currently engaged in a very 
active effort to develop a compati- 
ble all-electronic color system. 
Through a joint industry group, 
the National Television Systems 
Committee, leading manufactur- 
ers are hard at work in an effort 
to come up with satisfactory color 
standards which can be brought 
before the FCC for approval. 
RCA, General Electric, CBS, Para- 
mount Pictures, and Zenith, to 
mention a few names, are all hard 
at work in this field. RCA has 
already had public demonstrations 
of its latest color tube and to the 
layman its performance wes most 
impressive. CBS has abandoned 
its production of color sets and 
its color telecasting following the 
ODM'’s restriction on the use of 


scarce materials for the produc- 
tion of color. The initial public 
reception to the CBS mechanical, 
non-compatible system was not 
particularly enthusiastic and there 
is some question whether CBS 
will ever go back to its old color 
system at such time as materials 
are available. 


The impact of color television 
is such that it should be a power- 
ful competitor for the consumer’s 
dollar. It should open up new 
markets for the set makers and 
eventually develop into a major 
source of earnings. It is too early 
to have any accurate idea as to 
the price of color sets or to what 
extent converters will be used. 
Many in the industry believe that 
once color is commercially feas- 
ible, the public in large numbers 
will turn in their present sets and 
buy an entire color model rather 
than to get color reception by 
means of a converter. If the his- 
tory of black-and-white is any 
sort of reliable precedent, the 
public demand will snowball rap- 
idly once colored sets are com- 
mercially available. Increased 
production combined with the 
know-how of the industry should 
bring important substantial sav- 
ings in production costs that can 
be passed along to the consumer. 
Color is not just around the cor- 
ner, but at this point one cannot 
put on precise limits as to the 
time when color will come out of 
the laboratory and into the home. 
The investor in television does 
know, however, that color should 
be a major source of potential 
earnings for the industry, that 
leading companies in electronics 
are working all-out on color TV, 
and that real progress is being 
made. For the person taking the 


long-term view towards investing 
in television, color should be an 
event worth waiting for. 


Electronics a Basic Science 


Fundamental to the entire in- 
dustry is the rapid technological 
strides that are being made. The 
science of electronics is a basic to 
our present society. The frontiers 
of that science are constantly be- 
ing pushed back as the result of 
energetic research by industry, 
our universities, and the govern- 
ment. Electronics is destined to 
play an ever more important role 
in the home, the office, the fac- 
tory, and as part of our national 
defense establishment. The tele- 
vision industry is playing an im- 
portant role in the development 
of electronics and should partici- 
pate in its growth. It seems rea- 
sonable to suppose that the growth 
of the science should be accom- 
panied by expanded opportunities 
for profit by the well-managed 
business enterprise. The vast pro- 
gram of military research now 
underway may bring about new 
discoveries having long-term com- 
mercial potentialities: World 
War II developments in the field 
of radar directly paved the way 
for the rapid postwar commercial- 
ization of television. Such impor- 
tant fields as industrial electron- 
ics, subscription television, and 
electronic computers are still in 
their infancy. 


One of the most important prod- 
ucts now under development is 
the transistor. The transistor rep- 
resents a considerable improve- 
ment over the vacuum tube as we 
presently know it. (Vacuum tubes 
are used in radios, television sets, 
and a broad range of other elec- 
tronic equipment.) The transistor 
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is smaller, cheaper to build, has a 
longer life and requires less 
power. Because of the latter char- 
acteristic, it gives off less heat. 
Thus the transistor will contribute 
importantly to the trend towards 
minaurization (reducing the size 
of equipment). This is a particu- 
larly important consideration in 
the case of airborne radar and in 
the guided missile field. What is 
more, the transistor will permit 
the production of far more com- 
plex items of equipment than 
presently is possible. Bell Labora- 
tories, General Electric, Sylvania, 
and RCA are all working in this 
field with Bell having a pilot 
plant in operation at Allentown, 
Pa. It is reported that some prob- 
lems incident to the mass preduc- 
tion of transistors remain to be 
solved. In time, however, the 
transistor is expected to pave the 
way for a substantial develop- 


ment in the scope and application 
of electronics. 


Bernard Rhaesa Partner 
In GC. E. Stoltz & Ge. 


Bernard Rhaesa has been ad- 
mitted to partnership in C. E. 
Stoltz & Co., 25 Broad Street, New 
York City. Mr. Rhaesa was for- 


merly a partner in Brady, Baird & 
Garvin. 


Chicago Bond Club to 
Hold Annual Field Day 


CHICAGO, Ill.—The Field Day 
of the Bond Club of Chicago will 
be held at the Knollwood Country 


Club in Lake Forest on Friday, 
June 6th. 


Builders of Electronic “BRAINS for BUSINESS” 
A NEW and GROWING Industry 


offers unusual opportunities 
for Equity Financing .. . 


The business of this company is the development and construction 
of electronic computers and their components, the application of 
computer techniques to electronic controls and data processing. 


VITAL TO BIG BUSINESS—Electronic computing machines can be used by 
insurance companies to print premium notices, actuarial calculations—by rail- 
roads to calculate tonnage-rate pay loads and to keep track of freight car move- 
ments—by banks and brokers to tally up monthly statements, figure bond values 
and amortization tables—by magazine, newspaper and book publishers with large 


mailing lists to file and keep current such lists. 


many diverse uses for electronic computing machines. 


These are only a few of the 


MANAGEMENT—The chief officers of the company are executives and engi- 
neers with broad experience and high reputation in the field of electronics and 


computing devices. 


EXCELLENT PROSPECTS—tThe machines under development by the company 
are new in application and conception. One developed for Magazine Fulfillment, 
will fill a long need for publishers to keep up-to-date records with high speed 
electronic adjustments, avoid deliveries after expiration of subscriptions and will 
advise when subscriptions are about to lapse. Others are General Purpose Com- 
puters, one type of which, the company believes, will be the first moderately 
priced electronic digital computer to appear on the market. 


CONTRACT AWARD—tThe company has filed statements with several Govern- 


ment agencies in order to qualify for contracts. For instance, the company now 
has approximately $500,000 in contracts. 


EvLectTronic Computer Corporation 


designers and manufacturers of electronic digital computers 
and components—data handling systems and equipment. 


EXECUTIVE OFFICES: 
160 Avenue of the Americas 
New York 13, N. Y. 


PLANT: 
265 Butler Street 
Brooklyn 17, N. Y. 
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Ebony Equities 
By IRA U. COBLEIGH 
Author of “Expanding Your Income” 


Suggesting that with all the current emphasis on petroleum, 

sight should not be lost of the importance of coal to our pro- 

ductive economy; and good coal stocks are by no means 
headed for the ash can. 


Back in the pre-twenties, there 
was a business in most northern 
cities that seemed a “natural’ 
the coal and ice business—coal de- 
livered in win- 
ter, and ice in 
summer, by 
the same 
teams of dray 
horses. The 
products over- 
lapped nicely 
with the slack 
season of one 
blending neat- 
ly into the 
peak demand 
for the other. 

But since 
those halcyon 
days, this coz- 
ily balanced 
industry has fallen apart. The coal 
wnportantly gave way to oil and 
matural gas, the ice to the electric 
refrigerator and the dray horse to 
the truck. And the jolts to inves- 


tors in coal mining 
were really rugged. 

Just look at the table below if 
you want to see the ground coal 
has lost since 1910 

You'll note that in 1910 coal 
supplied 80% of our fuel energy; 
in 1950 less than 40%. And in 
1940 total coal production stood 
where it had just 30 years earlier. 
While these figures paint, you'll 
pardon the expression, a rather 
black picture for today’s “growth” 
minded analysts, for daring and 
perceptive persons with a good 
sense of market timing, depressed 
industries like this have often 
been the vehicles for impressive 
market gain. 


There is a sharp difference 
right now between the positions 
of the two types of coal—anthra- 
cite (hard) and bituminous (soft). 
Hard coal has been hardest hit, 
since 80% of its market was for 
home or office heating. People 


enterprises 


Ira U. Cobleigh 


The Importance of Different Sources of Energy in the United 
States, Expressed in Quadrillions of British 
Thermal Units Produced 
Year Water Power 
1910 
1920 
1930 
1940 


1950_ 


Coal Natural Gas 
12.9 a>) 
16.2 8 
13.5 

12.9 

13.7 


Oil 
lo 
2.9 
5.5 
8.2 
14.4 


Total 
15.2 
20.6 
21.9 
24.9 
35.8 
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got tired of coal dust in the house, 
of lugging out ashes from the cel- 
lar, of running downstairs to 
stoke, and finally of recurring 
strikes that loused up the suppls 
So oil and gas heat replaced the 
shovel “in spades Whereas in 
1922 there were scarcely 60,000 
oil burners, there are today nearly 
6 million and anthracite has been 
the big lose: 

Soft coal 
cause its 


has fared 
customers, 
industrial companies (and to a 
fading degree, railroads), have 
stuck with it more patiently. They 
have done so, in part because soit 
coal has kept competitive in price 
and is produced at lower cost in 
more accessible mining levels than 
anthracite. Another thing, elec- 
tric utilities throughout the coun- 
try have expanded generating ca- 
pacity enormously in the last dec- 
ade, and their steam stations are 
refreshing customers to the flag- 
ging bituminous business. Bright 
chemists, too, have been cooking 
up new uses in their trade for coal] 
and its by-products. Add to all 
this our extensive overseas ship- 
ment of soft coal to countries like 
England and France (who should 
have produced enough but didn’t) 
and you can perceive the rela- 
tively superior market position of 
soft coal. 

Marketwise, latching onto coal 
securities has been hazardous more 
often than it’s been happy. 
Throughout the thirties the going 
was tough in coal mining: but 
during World War II it was a 
fancy field for speculators. From 
1940 to 1946, in a parallel upward 
surge, both soft and hard coal 
equities advanced, and racked up 
the biggest percentage gains re- 
corded among industrial shares. 
Pittston Co. rose from 9/16th to 
29 from 1941 to 1946. From 1945 
on, however, soft and hard coals 
have traveled divergent market 
roads with soft shares equaling 
their historic highs in 1948, and 
anthracite items scraping their 
1932 lows as recently as last sum- 
mer. 

In the anthracite 
thoroughly deflated issue seems 
to present itself in the 1,730,882 
shares of Glen Alden Coal Com- 
pany. This is the largest Amer- 
ican hard coal miner with a ca- 
pacity of 15 million tons a year. 
It actually turned out less than 
half of that in 1951, with earnings 
but a meek 67 cents per share— 
the lowest earnings since 1939. As 
a result, dividends, which were 
$2.50 a share in 1948, were only 
20 cents in 1951, and omitted en- 
tireiy since May 1, 1951. 

So much for the gloom. On the 
rosier side, Glen Alden has 400 
million tons in reserve, a goodly 
hedge against inflation, and 
enough to produce at the 1951 
level for 50 years. Finances are 
excellent with $11,581,551 net 
working capital at the 1951 year- 
end—and no long-term debt. The 
common sold at 25 in 1948, and at 
its present tag of 1054 it’s near its 
decade low of 10%. Could be that 
all the unfavorable factors have 
by now been discounted and Blue 
Coal (Glen Alden’s trade name) 
could take on a brighter market 
hue. 

The biggest soft coal producer 
and no doubt the choiciest equity 
in this field is Pittsburgh Con- 
solidation Coal Co. A $200 million 
property, with $96 million in cur- 
rent assets at the year-end (against 
$16,200,000 of current liabilities) 
PBM is magnificently solvent. On 
the production side, it turned out 
27 million tons of smoke abate- 
ment fodder—roughly 5% of the 
total U. S. soft coal mined in 1951. 


In common with other coal cor- 
porations, PBM benefited by the 
increased depletion allowance un- 
der the Revenue Act of 1951, from 
5% to 10%. This provision should 
make possible larger retention of 
earnings, and more dough for re- 
placement and improvement of 
mining equipment. 

Pittsburgh Consolidation earned, 
in 1951, $7.44 on its 2,154,299 com- 


better be- 


utility and 


list today, a 


mon shares and paid $3. Its re- 
serves are fabulous (1,810 million 
tons) and its management among 
the very best. At 50, on the N. Y. 
Stock Exchange, it vields just 6% 
on 1951 dividends. An increase 
in these in 1952 within the 
realm of possibility 

My third black entry is Truax 
Traer Coal, listed on the Stock 
Exchange, and now selling around 
19% This outfit operates 10 
bituminous mines in West Vir- 
ginia, 2 in Illinois and 4 lignite 
mines in North Dakota. Alto- 
gether it turned out 9 million tons 
in its 1950-51 fiscal year. Cheap 
open pit methods make possible 
low cost production in Illinois and 
North Dakota, and by opening 
new mines and construction of 
washing plants TRC has improved 
its competitive position. An im- 
pressive retention of earnings 
since 1945 has importantly mod- 
ernized the plant. 


About dividends. 
been conservative, $1.60 being 
paid in 1951 out of net of prob- 
ably around $4. Some stability is 
offered here since around 65% of 
output is contracted for in ad- 
vance; and a new atomic energy 
plant in lower Illinois creates a 
new and high volume sales outlet. 

Two equity vehicles are avail- 
able to you in Truax Traer:; the 
common, already mentioned (1,- 


is 


policy has 


. Thursday, March 27, 1952 


103.507 shares), and 132,420 shares 
of $2.80 convertible preferred 
selling at 42. This latter gives you 
a two-way twist. You can keep 
the $2.80 dividend return yielding 
6.7%, or you can switch into 2 
shares of common at any time. 
This is a conservative way to keep 
aboard what is essentially a spec- 
ulative situation. A funded debt 
of $5,575,000 precedes these shares. 
And, oh, I almost forgot, oil has 
been found in North Dakota only 
five miles away from a big batch 
of Truax Traer land! 

With all the roaring oil en- 
thusiasm in the market today, it’s 
a bit difficult to drum up interest 
in so prosaic and depressed a trade 
as coal — particularly anthracite 
which has visibly darkened the 
economy of cities like Scranton 
and Wilkes-Barre. But anthracite 
stocks like Glen Alden may now 
have touched bottom. Soft coals, 
such as Consolidation and Truax 
Traer give you more elements of 
assurance. But, in either case, if 
you were to envision no more 
labor stoppages, improved com- 
bustion techniques, and techno- 
logical miracles like cheap oil, or 
a new chemical, out of coal, or the 
much talked of power generation 
at the mines, then you might bring 
back the lost romance of the 
ebony equities. In any event, 
there’s plenty coal in them 
thar hills! 
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Does History Repeat Itself? 


By BRADBURY 


K. THURLOW * 


Partner, Talmage & Co. 
Members, New York Stock Exchange 


Pointing out “historically the present market bears a strong 

resemblance to that of 1927,” Mr. Thurlow compares the two 

periods, but concludes “‘is it not possible that the speculative 

public is now over invested in cash as in 1927,” when a market 

decline was reversed, because of belief stocks were more profit- 
able to hold than cash? 


During the past five months 
virtualiy everyone in the securi- 
ties business, along with a large 
number of those who follow the 
Vagaries 
of our mark- 
kets from the 
outside, has 
been deluged 
with an in- 
undation of 
gloomy predi- 
cations on the 
business out- 
look. Textiles 
are suffering 
from avast 
postwar over- 
expansion 
which may be 
remedied only 
by the elimi- 
nation of dozens of submarginal 
manufacturers. Store sales are in 
a rather pronounced downtrend. 
Students of economic cycles in the 
'2Us and ‘30s are casting a jaun- 
diced eye on the booming steel 
business and asking how long it 
can hold out against the impend- 
ing collapse. It is not unnatural 
that these observers should feel 
more than a little disturbed when 
stock prices continue to hold stub- 
bornly a good 30% on the average 
above their post-Korean lows. 

Historically, the present market 
bears a strong resemblance to that 
of 1927. Then as now, the cycle 
of go00d business had run longer 
than any on record and was show- 
ing manifest signs of advanced 
age: the real estate boom had col- 
lapsed, commodity prices were 
falling with some declines ranging 
as high as 33% during the last 
half of the year, earnings tor 
the average Dow-Jones Industrial 
issues were running approximately 
20% lower than in 1926 with 
distinct weakness in individual 
industries. Yet, despite all these 
ominous developments, the stock 
market advanced steadily through- 
out the year and the following 
year exploded into that wild 
flight which found its final rest- 


B. K. Thurlow 


ing place in the dark abysses of 
1932. 

The foregoing, as historical fact, 
is not subject to differences of 
opinion, but a statement that this 
phenomenon could bear some 
resemblance to present market 
behavior, may well cause a few 
raised eyebrows. Therefore, we 
shall show further evidence in 
support of our theory. From a 
psychological and speculative 
viewpoint, 1926 was a year of 
disappointed expectations. A 
sharp break in the market occur- 
ring in the winter of that year 
was not regarded as a healthy sign 
in a bull market which was al- 
ready the longest in history (in its 
fifth year) with stocks selling at 
an all-time high some 242 times 
the level at which their rise had 
begun. General business showed 
signs of impending weakness and 
stock prices for approximately the 
balance of the year could make 
only a lame recovery. In other 
words, the public was selling 
stocks in anticipation of a decline 
in business. They were quite 
right on business, only to be ex- 
actly wrong On the market, as a 
result of which the “New Era” 
theory made its timely appearance 
to justify paying twice as much 
for a stock one had sold two years 
earlier because it had appeared 
overvalued on the basis of pros- 
pective earnings. 

Not many people would disagree 
with the statement that 1951 was 
a year of disappointed expecta- 
tions giving way to serious ap- 
prehensions of an _ impending 
decline in business. The market, 
as in the previous instance, failed 
on the whole to make headway 
against growing bearishness on 
the part of the speculative public, 
although (again like 1926) it con- 
sistently held above the price 
levels established during the first 
instances of weakness early in the 
year. 

Is it possible that business will 
decline as anticipated for a year 
or so while the market resumes its 
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rise? (We rule out for this dis- 
cussion what might happen if the 
public suddenly became aware of 
the seriousness and speed with 
which Russia is rearming in com- 
parison with the almost whimsical 
attitude toward the problem in 
this country.) Is it not possible 
that the speculative public is now 
Overinvested in cash, as it was in 
1926 and 1927, and will be driven 
to reverse its position when it 
becomes clear that stocks have 
been more profitable investments 
than cash irrespective of the 
business outlook? The law of 
action and reaction is perhaps the 
most powerful of all influences on 
stock prices. It would seem po- 
tentially dangerous to ignore this 
law as well as the presence of real 
investment value in deference to 
fears of a cyclical decline in busi- 
ness at a time when these fears 
have already become very wide- 
spread. 


Loftus Exec. V.-P. 
of R. S$. Dickson 


Edgar J. Loftus has been 
elected 
executive 
Vice - Pres- 
ident and a 
member of 
the Board of 
Directors 


i 








of R. S. Dick- 
son & Co., 
Inc. Mr. Lof- 
tus, who will 
also serve on 
the Execu- 
tive Commit- 
tee, makes 
his head- 
Edgar J. Loftus quarters 
in the firm’s 


New York office, 30 Broad Street. 


Investment Course 
Offered in Moose Jaw 


MOOSE JAW, Sask.—lIn collabo- 
ration with the Investment Deal- 
ers Association of Canada the 
Moose Jaw Technical High School 
is offering an investment course 
which started March 17 and will 
run to April 28. The course 
opened with an enrollment of 82. 

The lecturers are J. A. Mac- 
Night. James Richardson & Sons; 
R. E. Beale, Wood, Gundy & Co. 
Ltd.: N. R. Edwards, James Rich- 
ardson & Sons; H. S. Hopper, 
James Richardson & Sons; A. T. 
Little, Nay & James Ltd.; and F. 
B. Putney, Houston, Willoughby 
& Co. Ltd. 


Intertrust Corp. Formed 

(Special to THe FINANCIAL CHRONICLE) 

LOS ANGELES, Calif.—tinter- 
trust Corporation has been formed 
with offices at 714 South Hill 
Street to engage in a securities 
business. Officers are James 
Roosevelt, President; John Sargent, 
Vice-President, and Merwyn C. 
Plumley. Treasurer. Mr. Roose- 
velt was previously associated 
with Protected Investors of Amer- 
ica. 


Whitney, Goadby Admit 

H. N. Whitney, Goadby & Co., 
49 Wall Street, New York City, 
members of the New York Stock 
Exchange, will admit Courtlandt 
D. Barnes, Jr., to partnership on 
April Ist. 


With Paine, Webber 


Special to THe FINANCIAL CHRONICLE) 
DETROIT, Mich. — Aurelian F. 
Wigle is now affiliated with 


Paine, Webber, Jackson & Curtis, 
Penobscot Building. 


Guilliam B. Demarest 

Guilliam B. Demarest, limited 
partner in Shufro, Rose & Com- 
pany, New York City, passed 


away on March 17th. 
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Studies Potential TV Receiver 
Demand After Station Unfreeze 


Task Force, appointed by W. R. G. Baker, Chairman of Tele- 

vision Committee of the Radio-Television Manufacturers Asso- 

ciation, reports on probable impact of TV expansion result- 

‘ing from lifting of station freeze by Federal Communications 

Commission. Estimates, on “realistic basis,” more than 800,- 

000 additional receivers will be in demand in 12 months 
period, beginning July 1, 1952. 


A task force, consisting of William H. Chaffee, Vice-President 
of Philco Corporation, as Chairman, together with Admiral D. 
Foster, representing Radio Corporation of America, C. Wesley 
Michaels, representing General Electric Company, and Keeton 
Arnett, representing the Allen B. DuMont 
Laboratories, was appointed last November by 
W. R. G. Baker, Chairman of the Television 
Committee of the Radio-Television Manufac- 
turers Association, to study and report on the 
impact of television expansion which might 
result from the lifting of the station freeze 
by the Federal Communications Commission. 
The task force summarized its conclusions as 
follows: 

“(1) The requirements for TV transmit- 
ters, amplifiers, cameras, studio equipment and 
antennas can be met from present inventories 
of equipment and tne current rate of material 
allocations to manufacturers of this equipment. 

“(2) The requirements for construction 
materials for buildings. and towers can be 
reduced by utilizing. existing structures to 
amounts which can be provided under self-certification NPA reg- 
ulations. 

“(3) There will be an increased demand for TV receivers 
which may not be completely satisfied by the industry’s pro- 
grammed production. However, a continuation of first quarter 
NPA allotments of critical materials will permit extension of TV 
service to more people in more areas.” 

Regarding potential increase in television receiver demand 
that should result from the lifting of the FCC freeze on TV sta- 
tions, the Task Force presented an “optimistic” estimate, which 
exceeded 1,660,000 new receivers, and a “pessimistic”’ or low esti- 
mate of approximately 750,000 during the 12 months following 
July 1, 1952. It then offered a further “realistic” or compromise 
estimate of roughly 811,000 receivers. Concerning these estimates, 
the Task Force report states: 


Dr. W. R. G. Baker 
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“There are three results of the lifting of the freeze which 
might be presumed to bear on the demand for television receiv- 
ers—power increases for existing stations which expand the service 
area, new UHF and VHF stations in new areas, and new UHF 


and VHF stations in existing areas. 


Each of these possibilities 


has been studied and a potential receiver demand by quarters 
has been developed. The total potential increased demand, related 
to the three basic approaches was calculated: 


Total Potential Increased Receiver Demand 


Optimistic 





Pessimistic Realistic 

Base Base Base 
1952 Third qvarter____ 51,168 25,308 23,136 
1952 Fourth quarter____ 203,430 119,214 106,560 
1953 First quarter_- 506,016 236,436 246,858 
1953 Second quarter__ 899,574 370,656 434,358 
- PR ee 1,660,188 751,614 810,912 


“The methods used to develop these figures are discussed in 


the report. 


The approach used in each case was: 


First, a determi- 


nation was made of the order of priority which FCC might assign 


to CP grants. 


Second, the probable population of the affected 


areas was estimated. Third, this figure was reduced to family 


units as representing the potential TV receiver market. 


Then a 


rate of receiver sales in this potential market was estimated.” 


W; 0. Nisbet Pres. 
Of Interstate Secs. 


CHARLOTTE, N. C.—W. Olin 
Nisbet, Jr. has been elected 
President of Interstate Securities 
Corp., Commercial National Bank 
Building, succeeding Jonathan G. 
Gullick who has resigned to be- 
come President of the newly 
formed Sterling Investment Fund, 
Ine. Mr. Gullick will continue as 
a director of Interstate Securities 
Corp., which will manage Sterling 
Investment Fund, Inc. 


Mr. Nisbet was one of the or- 
ganizers of Interstate Securities 
Corp. and has been associated 
with it since 1932, serving con- 
tinuously as an officer and direc- 
tor. Interstate has operated as 
an underwriter and _ wholesale 
distributor as well as retailer of 


both corporate and municipal se- 
curities, conducting its business 
from its home office in Charlotte 
and its branch office in New York. 


Correction 


In the “Commercial and Fi- 
nancial Chronicle” of March 20th 
it was reported that Clyde M. 
Reedy had left Merrill Lynch, 
Pierce, Fenner & Beane to become 
associated with John G. Kinnard 
& Co. of Minneapolis. Mr. Reedy 
informs us this is in error as he 
is still associated with Merrill 
Lynch, Pierce, Fenner & Beane 
in St. Paul. 


Winslow, Douglas Admit 


Winslow, Douglas & McEvoy, 
120 Broadway, New York City, 
members of the New York Stock 
Exchange, will admit Charles A. 
Clark, Jr. to partnership on Apr. 3. 








This announcement és notan offer of securities for sale or a solicitation of an offer to buy securities. 


New Issue 


1,000,000 Common Shares’ 


Without Par Value 


Canadian Chemical & Cellulose Company, 


(Incorporated under The Companies Act, 1934, of Canada) 


*of which 500,000 shares are being offered in Canada by Nesbitt, Thomson & Company, Limited 


and Wood, Gundy & Company Limited. 





Price $15.50 per share 


Copies of the prospectus may be obtained from such af the understgned 


(who are among the underwriters 
legally offer these securities under applicable 


named in the prospectus) as 


may 
cil ilies la S. 


Dillon, Read & Co. Inc. 


Glore, Forgan & Co. 
Blyth & Co., Inc. 


Lehman Brothers 


Goldman, Sachs & Co. 
Smith, Barney & Co. 
White, Weld & Co. 


The First Boston Corporation 


Kidder, Peabody & Co. 


Stone & Webster Securities Corporation 


Dean Witter & Co. 


Merrill Lynch, Pierce, Fenner & Beane 
Lazard Freres & Co. 


| 
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Ltd. 
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Current Possibilities in German 
Dollar Debt Settlement 


By DR. MAX WINKLER 
Bernard, Winkler & Co. 


Foreign bond authority scores alleged inconsistencies in U. S. 
invocation of bans against trading in certain enemy nation 
securities. Rebuts reasons advanced for present prohibitions 
against trading in German, Hungarian, Bulgarian, Rumanian, 
and Austrian issues. Insists there has been continuing dis- 
criminatory treatment of the United States versus other 
creditors. For possibilities of coming German dollar debt set- 
tlement, suggests pattern of Italian settlement giving new value 
of about 25% of original investment. 


Following America’s entry into 
World War II, against the Berlin- 
Tokyo-Rome axis and their satel- 
lites (Austria, Hungary, Rumania 
and Bulgaria), 
the Collector 
of Internal 
Revenue 
handed down 
a ruling to the 
effect that all 
American in- 
vestments in 
the securities 
—insecurities 
might be a 
more appro- 
priate desig- 
nation — of 
countries with 
which the 
United States 
was at war, 
may be written off as a complete 
loss. The text of the ruling fol- 
lows: 


“In accordance with the provi- 
sions of section 127(a) (2) of the 
Internal Revenue Code,asamended 
by section 156 of the Revenue Act 
of 1942, the cost or other basis of 
all German, Italian and Japanese 
Government bonds and bonds is- 
sued by municipalities, States and 
other subdivisions of those coun- 
tries, is fully deductible in the 
year 1941 as of the respective dates 
war with Germany, Italy and Ja- 
pan was declared by the United 
States, the losses being considered 
to be in the nature of casualty 
losses. 


“In order for a taxpayer to avail 
himself of the benefit of the losses, 
a claim for refund on Form 843 
should be filed with the Collector 
of Internal Revenue for the dis- 
trict in which his return for 1941 
was filed, in accordance with the 
provisions of section 322(b) of 
the Internal Revenue Code, as 
amended.” 

The above decision followed the 
issuance by various governmental 
agencies (State, Treasury, Securi- 
ties and Exchange Commission) of 
a ban upon all trading or dealings 
in the securities of enemy nations. 
It was difficult at the time to un- 
derstand fully the logic which 
underlay the reason for the pro- 
hibition. If it was prompted by be- 
lief that continued trading in “en- 
emy” bonds or shares would afford 
him (the enemy) aid and comfort, 
why did not Great Britain follow 
America’s example? The ban was 
especially puzzling to those who 
recalled that throughout the ’20s— 
the halcyon days of foreign lend- 
ing—underwriters were persuaded 
to insert into all loan contracts a 
stipulation to the effect that “pay- 
ments will be made in time of 
peace as well as in time of war, 
to all holders irrespective of their 
nationality.” 

Should one conclude from the 
foregoing that safeguards de- 
signed to protect the American 
investor were, to some degree, 
like certain clauses in insurance 
contracts which afford protection 
only so long as nothing happens? 


Dr. Max Winkler 


Inconsistent Action 


That the action was rather in- 
consistent was evidenced by the 
fact that despite the ban upon 
dealings in enemy loans, certain 


issues which were to all intents 
and purposes, enemy issues, con- 
tinued to be dealt in. To illus- 
trate: German bonds could no 
longer be traded, but bonds of 
the Hugo Stinnes companies 
(Hugo Stinnes Corporation 7s and 
4s and Hugo Stinnes Industries, 
Inc. 7s and 4s), virtually all of 
whose assets were German, con- 
tinued to be listed and dealt in 
on the New York Curb Exchange. 
Italian bonds were delisted and 
trading in them prohibited; but 
bonds of International Power, 
backed almost entirely by mort- 
gage bonds of Italian utility con- 
cerns, continued to be traded in, 
as were the bonds of Italian Su- 
perpower whose assets comprised 
almost entirely, shares of Italian 
utility companies. Trading in Hun- 
garian loans was banned, but bonds 
of Kreuger-Toll, backed by de- 
posits with an American bank of 
bonds of the Hungarian Land Re- 
form Society, a Hungarian Gov- 
ernment owned institution, con- 
tinued to have a legitimate mar- 
ket. Trading in Austrian bonds 
was forbidden, but dealings in 
bonds of the European Mortgage 
and Investment Corporation, is- 
sued against Austrian loans, 
backed almost exclusively by 
Austrian assets, was permitted. 


In point of fact, trading in Ger- 
man, Hungarian, Bulgarian, Ru- 
manian and Austrian issues is 
still prohibited, presumably be- 
cause the American investor 
whom his government is at all 
times anxious to protect, is not 
in a position to secure all the data 
which might enable him intelli- 
gently to evaluate the status of 
his investments. In theory, this 
may be valid reasoning, but for 
all practical purposes, it does not 
make sense. Let us assume that 
an American investor acquires 
the bonds of a German debtor 
(government, state or city) and 
that the purchase was aided by 
impressive data supplied by such 
debtor. Suppose further that such 
data are erroneous or inaccurate. 
Is the investor in a position to 
enforce his claim? Can the 
Commission which presumably 
watches over the American in- 
vestor do anything on his behalf? 
Then again, is it not true that 
Statistically solvent debtors are 
not necessarily those who always 
meet their debts promptly’? 


Rebutting Fear of Russian Theft 


It has always been argued that 
large quantities of German and 
American bonds may have gotten 
into the hands of the Russian 
Army of Occupation and the re- 
sumption of trading would aid 
Moscow in its search for foreign 
exchange, notably dollars. It is 
curious that a somewhat similar 
reason Was advanced 10 years 
ago when the bonds were delisted, 
except that the unlawful owner 
was the German Army of Occu- 
pation. One will also recall that 
the Japanese Army was believed 
to have appropriated Japanese 
dollar bonds unlawfully in the 
early years of the war, which 
accounted, in a large measure, 
for the delisting of Japanese is- 
sues. Since all bonds of “enemy” 
countries, including those of Ja- 
pan and Germany, continued to 
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be dealt in on the London mar- 
kets, it would seem that for rea- 
sons which are difficult, if not 
impossible to explain, the two 
warring nations, Germany and 
Japan, preferred to get possession 
of bonds listed in the New York 
markets, ignoring those traded 
in on the London Exchange. 

No doubt the feeling in U. S. 
official circles about the Russians 
today is similar to that about 
the Germans and Japanese 10 
years ago, Since German financial 
institutions are known to have 
owned sizable amounts of various 
international securities, is it not 
reasonable to assume that many 
of these might have gotten into 
the hands of the Russians when 
they took over, at Berlin and 
other German centers? If the 
U. S. investor is to be protected 
against fraudulent or stolen se- 
curities, appropriate measures 
could doubtless be devised to af- 
ford the investor all the protec- 
tion he needs or is entitled to. 
The real reason for the con- 
tinuance of the ban on enemy 
issues is in all probability the 
stubbornness of officialdom 
which, having erred once, refuses 
to admit its error and make 
amends, in disregard of the well- 
known Latin dictum— 

“Errare humanum est; sed in 

errore perseverare non est 

ignoscendum.” 


(To err is human; but to con- 

tinue in error is unforgivable.) 

Confusion of the American in- 
vestors is further confounded by 
the continued prohibition of trad- 
ing inGerman dollar issues and the 
resumption of dealings in German 
Internals, both bonds and shares, 
as well as in all other types of 
German investments. Why should 
the Commission who watches over 
the American investor, consider it 
safe to purchase German internals 
and hazardous to buy dollar 
bonds? If it is true that one of 
the reasons for the continued ban 
on dollar issues is the possibility 
that many may have been ob- 
tained unlawfully by the Rus- 
sians, is it not reasonable to 
assume that this may be even 
more so in the case of German 
internals? 

At any rate, one of these days, 
trading in all German issues will 
doubtless be resumed. The Amer- 
ican investor, who in theory, is 
receiving more protection than 
his continental cousin, will have 
lost out. The British trader who 
has seen German loans advance 
from purely fhomial figures to 
as high as 60 and 70, has been 
in a position to take advantage 
of markets which the American 
investor was prevented from 
doing. When German loans will 
officially be reintroduced in the 
American market, the main spec- 
ulative attraction will have been 
eliminated. The British and other 
Europeans who had_ purchased 
German bonds for small fractions 
of their present prices, will doubt- 
less be able to sell them to the 
American investor (sic) at very 
handsome profits. One may recall 
that a similar situation obtained 
in connettion with the reintro- 
duction of Japanese issues in the 
American markets. 


Size of Outstanding German 
Debts 
German dollar debts, compris- 
ing loans of the Federal Govern- 
ment, direct and contingent, of 
states, cities, corporations and re- 
ligious establishments, are out- 
standing at more than three-quar- 
ter billion dollars. In most cases, 
the default dates back to 1936. In- 
terest in arrears as of Jan. 1, 1952. 
at contractual rates, is placed at 
over $600 million. Thus, Ger- 
many’s total dollar debt, outstand- 
ing in the hands of American in- 
vestors, may be placed at well 
over $1% billion. It should be 
noted that it is difficult to ascer- 
tain with precision the amount of 
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How Can Bank Shares 
Be Made More Popular? 


By MORRIS H. SCHAPIRO* 
M. A. Schapiro, Inc., New York City 


Commenting on need for wider acceptance of bank shares by 
investors, Mr. Schapiro points out dual responsibility of bank 


managers to both depositors 


and stockholders, and insists 


banks must produce profits large enough to justify investment 
in their shares. Cites need for additional bank capital, and 
urges more information be given by banks to their shareholders, 
in “full and frank reports.” Concludes opportunities exist for 
wider investment acceptance of bank shares and in better rela- 


tionship of banks 


“What can we bankers do to 
further the acceptance of our 
shares among investors?” This 
question was raised recently by a 
distinguished 
banker,  for- 
mer President 
of the Ameri- 
can Bankers 
Association. It 
is now being 
asked gener- 
ally. Involved 
in the answer 
are issues fun- 
damental to 
the future of 
of private 
banking. 
These issues 
are especially 
important to- 
day when 
banks, beset with high costs and 
difficult taxes, are in need of ad- 
ditional capital. Wider acceptance 
for bank shares is clearly desir- 
able. 

I have been talking with people 
in the investment business, brok- 
ers, dealers, and analysts. Their 
interest is twofold. The first is 
their immediate concern that a 
commodity they deal in shall do 
well, and second is the larger 
issue, the healthy functioning of 
independent private banking, so 
essential to the country’s future 
I am glad to have the opportunity 
to discuss these matters with you. 

Some bankers ask, “What dif- 
ference does it make to us how 
our shares are regarded?” The 
fact is, many of today’s banking 
problems would be simplified if 
bank shares were generally popu- 
lar among investors. Perhaps the 
most important of these problems 
is the growing need for additional 
capital. Of course, if bank shares 
were a sought-after investment, 
this problem would not exist. 
Money is always available for safe 
and profitable investment. 

General investor interest means 
broad markets. Broad markets 
mean widespread distribution. 
The more diffused the ownership, 
the more assured its continuity. 
More important than the stability 
of individual banks is the strength 
which widespread ownership 
brings to the entire private bank- 
ing system, economically and po- 
litically. 

But, apart from the advantage 
to banks of broad markets for 
their shares, we should consider 
the fundamental relationship of 
management to stockholders. Pri- 
vately-owned banks exist only be- 
cause stockholders are investing 
their money. 

There is no disagreement over 
the dual responsibility of manage- 
ment both to depositors and stock- 
holders. However, we must never 
overlook the fact that independ- 
ent banks will continue to oper- 
ate only so long as investors are 
willing to assume ownership as 
shareholders. What is the im- 
portance of this willingness to 
assume ownership? It is the dif- 
ference between a banking system 
operating with capital supplied 
by a voluntary association of in- 
vestors and a banking system 
with capital obtained through en- 


Morris A. Schapiro 


*An address by Mr. Schapiro at the 
15th Annual Reunion of the Graduate 
School of Banking, Rutgers University, 
New York City, March 15, 1952. 


with government. 


forced conscription of taxpayers’ 
money. It is the difference be- 
tween the thing we are for and 
the thing we are against. 


Shareholders Should Have Profits 


In this voluntary association, 
each shareholder pledges his in- 
vestment to stand between man- 
agements’ errors of judgment on 
the one hand and impairment of 
the community’s deposits on the 
other. In effect, shareholders say 
to management: “Charge us with 
the losses, charge us with the ex- 
penses, but income after these 
charges and after Federal taxes 
should produce a profit large 
enough to justify our investment.” 

We know that Federal income 
and excess profits tax laws are 
making it increasingly difficult 
for bankers to justify their stock- 
holders’ investment. Bank shares 
are quoted at a discount from 
book values. New capital is hard 
to attract, almost impossible with- 
out penalty terms to stockholders. 
Yet banks must find additional 
capital. Bankers are meeting this 
critical situation. They have al- 
ready presented their story ef- 
fectively to stockholders and Gov- 
ernment agencies. As a result, the 
Federal Reserve Board is cur- 
rently studying the tax situation 
at the banks. There is reason 
for hope that its findings will lead 
to correction of existing inequities. 

Meanwhile, stockholders are 
weighing their investment. If 
operating results were adequate, 
their money would not be at a 
discount in the marketplace. With 
bank shares at a discount in good 
times, stockholders ask what is 
the future for their investment. 
They have no dual interests. They 
are not making a career of bank- 
ing. They are not wedded to their 
investment. 

Stockholders elect directors to 
protect their investment and 
make it profitable. The relation- 
ship of management to stock- 
holders is one of trust. A simple 
requirement of this fiduciary re- 
sponsibility is full and faithful 
reporting to stockholders. This 
responsibility of directors has 
been incorporated in regulations 
of the SEC with respect to cor- 
porations whose securities are 
listed on national exchanges. 
However, bank management is 
not relieved of the responsibility 
of meeting this requirement for 
listed shares just because bank 
shares are not listed on national 
exchanges. On the contrary, banks 
should not only meet this require- 
ment but go beyond it. An in- 
creasing number of banks do. 

Fifty years ago, when owner- 
ship was concentrated and bank 
shares were a rich man’s invest- 
ment, management and ownership 
were nearly identical. Public dis- 
closure of operating results was 
therefore less important. Today, 
with bank ownership no longer 
concentrated in the hands of man- 
agement, stockholders have no 
way of knowing how their banks 
are doing except by published re- 
ports. Most alive and progressive 
banks recognize this and the trend 
toward informative reports grows 
as management realizes that the 
withholding of material facts is a 
breach of trust. When informa- 


Continued on page 45 
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Defense Program Dictates Use 
Of New Stabilization Media 


By LEON H. KEYSERLING* 
Chairman, Council of Economic Advisers 


President’s leading economic adviser, contending traditional 
theory of monetary policy has little relevance to present dy- 
namic economy, upholds Treasury and Federal Reserve accord, 
and Administration’s control measures. Points out prime prob- 
lem is how much of our productive power and resources should 


be allocated to national defense. 


Says security program is 


not impairing our basic economic or financial strength. Urges 

concentration on more production, giving priority to national 

needs. Upholds low but flexible interest rates, and concludes 

current and foreseeable economic situation calls for an 
“admixture of economic tools.” 


I welcome this opportunity to 
discuss before you the role of 
monetary policy and the manage- 
ment of the public debt in achiev- 
ing price sta- 
bility and 
high - level 
employment. 
By high-level 
employment, 
we must mean 
the fairly 
consistent ex- 
pansion of 
employment 
opportunity, 
because our 
labor force 
grows greatly 
from year to 
year. And 
since our 
technology is dynamic, our pro- 
ductive power tends to increase 
more rapidly than employment. 
With manpower and technology 
both advancing, our economy must 
expand in order to be stable. It 
cannot be stable by standing still. 
In addition to a stable and grow- 
ing economy, we must make sure 
that our resources are being de- 
votec to necessary purposes, and 
these change with the times. For 
example, if we now had a stable 
and growing economy without 
any defense program, we would 
be living in a fool’s paradise. 

Monetary policy and debt man- 
agement are not ends in them- 
selves. They are specific instru- 
ments which can be used wisely 
Only in the context of the func- 
tioning of the economy as a whole, 
the objectives to which we now 
adhere as a nation, and the rela- 
tive urgency and priority of prob- 
lems arising in Our economy under 
the threatening current of world 
conditions. Consequently, | be- 
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lieve that I can be most helpful 
to the Commiitee, not by com- 
mencing with a technical discus- 
sion of monetary and debt man- 


agement problems, but rather by 
outlining first what seem to me 
the most salient features in the 
current and foreseeable economic 
situation under a national policy 
of building our defenses, and then 
in this perspective evaluating the 
practical range and nature of rel- 
evant monetary and debt manage- 
ment policies. 

For example, the size and pace 
of the defense program, its effect 
upon the disposition and utiliza- 
tion of our economic resources, 
and the specific character of the 
problems it imposes upon the 
whole economy, are vitally impor- 
tant starting points for a consid- 
eration of specific economic meas- 
ures, including monetary and debt 
management policies. 

These considerations seem to me 
doubly valid because much of the 
traditional theory about monetary 
policy, sometimes recited out of 
context, found its original roots 
in the minds of philosophers rather 
than practicing economists. These 
men sought to describe a static 
and perfectly consistent economic 





*Statement by Mr. Keyserling before 
Subcommittee on General Credit Contrel 
and Debt Management of the Joint Com- 
mittee on the Economic Report, March 
12, 1952. 


system, which probably never ex- 
isted in the world of reality, and 
which in any event has little rele- 
vance to the dynamic American 
economy of today and to the en- 
tirely novel and rapidly moving 
problems with which we must now 
deal. One of the reasons why 
monetary Officials in recent years 
have not pursued some of these 
theories relentlessly to their logi- 
cal results has been, not that oth- 
ers prevented them from doing so, 
but rather that they themselves 
have shrunk from the appalling 
practical consequences of such ac- 
tion. 

This may explain why the dif- 
ferences in viewpoint concerning 
monetary policy and debt man- 
agement, expressed by those 
charged with practical problems 
and public responsibility, have not 
been so great as the differences 
expressed by some commentators 
in search of sensation and by some 
theorists not challenged by the 
duty to act. 

So far as I have been able to 
observe, the differences between 
what a responsible Treasury offi- 
cial and a responsible Federal Re- 
serve official would actually do 
under current conditions, if either 
had complete authority to do as 
he pleased, are small differences 
contrasted with their magnifica- 
tion by those who are not sobered 
by imminent and vital responsi- 
bilities to perform. 

The evidence already brought 
before this Committee that the 
Secretary of the Treasury and the 
Chairman of the Federal Reserve 
Board, and their associates, have 
sought to reach working agree- 
ments, is not hard to explain. This 
development has not resulted from 
compulsion, either by the Con- 
gress or by the President. It has 
resulted from the compulsion of 
economic reality, based upon look- 
ing frankly at conditions both at 
home and abroad. Economic con- 
ditions at home do not leave a 
very wide range cf election in 
monetary and debt management 
policy. While there may still be 
some shadings of emphasis, the 
underlying situation and the limi- 
tations which it imposes upon 
novel experimentation or wide de- 
viation from a fairly well estab- 
lished course make it only natural 
that men in positions of active re- 
sponsibility should be anxious and 
able to reconcile their views. And 
conditions abroad make it appar- 
ent to all men of good will that 
the American people and their 
public officials must do their best 
to pull together in a common 
cause. 

I can find nothing suspicious or 
surreptitious in the fact that the 
Secretary of the Treasury and the 
Chairman of the Federal Reserve 
Board are trying, and it is to be 
hoped successfully trying, to har- 
monize their views. All that this 
proves to me is that Mr. Snyder 
and Mr. Martin, and their associ- 
ates, are sensible, hardheaded, ex- 
perienced, and patriotic men. 


Economic Problems Confronting 
Nation 


I shall endeavor, if it please the 
Committee, to commence with a 
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general description of the eco- 
nomic problems now confronting 
this nation in the course of a de- 
fense effort novel both in charac- 
ter and purpose. I believe that 
Only in this perspective can the 
more specialized problems of mon- 
etary policy and debt management 
be intelligently depicted or intel- 
ligently solved. Some of the fuss 
and fury stirred up in these spe- 
cialized areas has resulted from 
looking at a few trees without 
surveying the forest. 

Proposition No. 1 is that our 
transcendently important eco- 
nomic problem today is how 
much of our  preductive 
Power and economic re- 
sources should be allocated to 
national defense. 


Obviously, the size and pace of 
the defense program most impor- 
tantly affects the degree of infla- 
tionary pressures, the fiscal situa- 
tion of the government, and the 
entire range of economic policies 
worthy of serious attention. 

By national defense, I mean the 
whole range of programs which 
reflect our undertakings to en- 
large the mutual security of the 
free world. 

Consistent with a position that 
I have always taken, I voice no 
opinion as to how large or how 
fast these undertakings should be 
from the viewpoint of national se- 
curity. I may have views on this 
as a citizen, but in my role as 
Chairman of the Council of Eco- 
nomic Advisers I have nothing to 
offer which can compete with the 
superior judgment of those in our 
defense and international agen- 
cies, subject to the ultimate judg- 
ment of the President and the 
Congress. 


But I feel compelled to raise 
my voice as an economist in the 
public service when I witness the 
growth of a strong, if not predom- 
inant, sentiment that our security 
program as a whole must be dras- 
tically reduced in order to main- 


tain a strong economy. The clear 
facts since the original Korean 
aggression, and the weight of 
judgment now as to the economic 
outlook, simply do not support the 
proposition that we must slash the 
security program to protect our 
economy. 

The primary test of whether a 
security program of given size 
and pace, in a long period of par- 
tial mobilization, is weakening or 
impairing our general economic 
strength, cannot be determined by 
looking only at the dollar value 
of the security program, nor by 
looking only at the deficit in the 
Federal Budget, even though 
these be important considerations. 
The primary test of the impact 
of the security program upon our 
general economic strength  in- 
volves these three paramount 
questions: 

(1) Is the security program, 
through its drain upon our re- 
sources, leaving or threatening to 
leave our business system with 
inadequate resources or incentives 
to safeguard and advance that 
productive power which is the ul- 
timate source of our economic 
strength? 


(2) Is the security program im- 
posing such strain or deprivation 
upon consumers as to weaken the 
strength or morale of our people 
—155 million strong? 


(3) Is the security program, by 
its very nature, incompatible with 
the protection of the nation 
against further inflation, assum- 
ing that we do not want to resort, 
during a long period of partial 
mobilization, to a scope or in- 
tensity of controls which in the 
long run might impair our pro- 
ductive power or corrode our 
basic freedoms? 


By none of these three para- 
mount tests can respectable evi- 
dence be adduced that the now 
contemplated security program 
is excessive from the viewpoint 
of the economist, if it is not ex- 
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cessive from the viewpoint of its 
primary purpose to make us 
as secure as we can reasonably 
hope to be in a threatening and 
uncertain world. 


Our Productive Strength Not 
Impaired 


It can hardly be argued that the 
security program is in process of 
impairing our basic productive 
strength. In 1951 gross private 
domestic investment was at an 
annual rate of approximately $59 
billion, contrasted with about 
$52% billion in 1950 and about 
$47 billion in the previous peak 
year 1948. All comparisons are in 
terms of 1951 prices. Investment 
in producers’ durable equipment, 
which is at the heart of our pro- 
ductive strength, was above $27%% 
billion in 1951, contrasted with 
about $24'% billion in 1950, and 
about $23 billion in the previous 
peak year 1948. The growth of 
our productive strength has been 
even more impressive, when 
measured by facilities and sup- 
plies in certain key areas, such as 
steel, aluminum and _ electric 
power. In fact, the pertinent is- 
sue with respect to private capi- 
tal formation in 1951 was not 
whether business had available 
the materials, the manpower, the 
funds, and the incentives to build 
adequately our productive 
strength, but rather whether capi- 
tal formation was proceeding at 
a higher level than desirable. 


Nor can it be argued that the 
security program is in process of 
reducing consumer supplies below 


satisfactory levels. With the pos- 
sible exception of 1950, the year 
1951 witnessed the highest level 
of consumer supplies on record. 
A few things, such as housing and 
automobiles, were produced at a 
somewhat lower level than in 
1950, but at a much higher level 
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Needed: An Effective 
Anti-Inflationary Program 


By JOHN F. FENNELLY* 
Partner. Glore, Forgan & Co., Chicago, Ulinois 
Members of the New York Stock Exchange 


On behalf of the Investment Bankers Association, Mr. Fennelly 
pleads for a united attack on inflationary trends through: (1) 
more economy in government; (2) a balanced budget; (3) a 
policy of the Treasury that offers its securities at rates high 
enough to attract nonbank investment, and (4) an independent 
Federal Reserve System. Cites as errors in Treasury financ- 
ing: (1) issuance of savings bonds redeemable on demand; 
(2) failures to refund large part of short-term debt in imme- 
diate postwar years, and (3) pegging of interest rates on 
government securities. 


The investment banking indus- 
try is seriously worried by the 
continued and long range infla- 
tionary trends in the economy. A 
really effec- 
tive anti- 
inflationary 
program calls 
for a con- 
certedand 
united attack 
on several 
fronts. It calls 
for the team 
work of the 
Executive, the 
Treasury, the 
Congress and 
the Federal 
Reserve Sys- 
tem. It must 
embrace: 

(1) A really sincere move for 
economy in government through 
tme curtailment of non-essential 
expeditures. 

(2) A level of .taxation suffi- 
ciently high in rate and broad in 
base to produce, in combination 
with curtailed expenditures, a 
budget balance. 

(3) A willingness on the part of 
ine Treasury to offer its securities 
at sufficiently competitive rates 
to attract the funds of non-bank 
investors. 

(4) An independent Federal Re- 
serve System free to follow a 
truly flexible policy of credit ac- 
tion. 

The members of the Investment 
3ankers Association are the 
middlemen between borrower and 
lender. We have a responsibility 
to each but we are concerned 
mainly with the savings classes 
of the country represented by in- 
surance company policy holders, 
savings bank depositors, pen- 
sioners, trust beneficiaries and 
thrifty individuals. It has been 
through individual saving and in- 
vestment that our free enterprise 
system and present way of life 
Jiave been made possible. The 
savings of the individual repre- 
sent the life blood of our econ- 
omy. If the incentive to save 
were destroyed, our present sys- 
tem could no longer be preserved. 
In our opinion, there is nothing 
that would eliminate the savings 
incentive more rapidly and com- 
pletely than a further depreciation 
in the purchasing power of the 
aollar. Encouragement to save, in 
our opinion, can best be achieved 
in an atmosphere of stability in 
the currency and the economy, an 
atmosphere in which the preser- 
vation of the buying power of the 
dollar will foster a rising stand- 
ard of living. 





John F. Fennelly 


Question of Credit Restraint 
We recognize that credit 
traint or credit control cannot 
nullify inflationary pressures in 
areas of the economy over which 
financial institutions and Federal 
Reserve authorities have no direct 
control. The regulation of credit 
can only check one source of in- 
flationary pressures. In today’s 
x *Statement by Mr. Fennelly before the 
Subcommittee on General Credit Control 


und Debt Management of the Joint Com- 


mittee on the Economic Report, March 
17, 1952. 


re- 


economy, however, one of the 
greatest potential dangers to 
further inflation is inherent in 
the expansion that has taken place 
in the money supply. Basic in this 
whole problem is the fact that 
from the end of 1939 to the end 
of 1945, the huge increase that 
took place in the money supply 
for the most part has been frozen 
into the economy. There has now 
been superimposed the present 
huge defense program. 

In our judgment, this problem 
of the money supply can best be 
dealt with by a Federal Reserve 
System free from political control 
and free to pursue a flexible and 
vigorous monetary policy coor- 
dinated with fiscal and other 
policies directed toward counter- 
acting inflationary forces. 

In an inflationary period, the 
primary objective of the Federal 
Reserve System should be to re- 
strict the availability of credit. 
Banks, insurance companies and 
other holders of government 
bonds should not be_ provided 
with an artificial market in which 
funds can be obtained to make 
loans for whatever purpose they 
choose or to engage in specula- 
tive commitments that tend fur- 
ther to add to an _ inflationary 
money supply. The policy of credit 
restriction should be tempered 
only to the extent that it is neces- 
sary to maintain orderly condi- 
tions in the government securities 
market. 

During a period of credit re- 
straint, lower bond prices and 
higher interest rates naturally re- 
sult and these factors have a real 
bearing on credit extension poli- 
cies of financing institutions. 
Losses in bond accounts are a 
substantial deterrent to selling, 
and, at that point, loan applica- 
tions are much more carefully 
scrutinized as to purpose than 
they would be if the funds to lend 
could be obtained in pegged mar- 
kets. 

This background of thinking 
prempted the Investment Bankers 
Association to adopt the fcilow- 
ing resolution at its December 
meeting: 

“Resolution: The Investment 
Bankers Association strongly sup- 
ports the maintenance of a Fed- 
eral Reserve System whose poli- 
cies are independent of the 
Executive branch of government 
and are guided by the responsi- 
bilities delegated to the System by 
the Congress—a Federal Reserve 
System free to pursue the prin- 
cipal purpose for which it was 
created — the regulation of the 
supply, the availability and the 
cost of money with a view to con- 
tributing to the maintenance of a 
high level of employment, stable 
values and a rising standard of 
living.” 

Important progress toward the 
restoration of an independent 
Federal Reserve system has been 
made since the aecord was reached 
between the Treasury and the 
Board in March of 1951. During 
the past year we have had a flex- 
ible open market policy resulting 
in a more realistic approach to- 
ward controlling the availability 
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of credit. Nevertheless, it is our 
view that the present accord rep- 
resents an uneasy truce. 

It is our sincere conviction that 
there is nothing inherent in the 
respective functions of the Treas- 
ury Department and of the Fed- 
eral Reserve Board which must 
iead to conflict between these two 
agencies. In our opinion, the re- 
cent controversy was primarily 
an outgrowtb of unsound policies 
of debt management by the Treas- 
ury during the past 10 years. 


Errors in Treasury Financing 

One of the original errors, it 
seems to us, was the creation of 
Federal savings bonds which were 
made redeemable on demand at 
fixed prices. As long as _ the 
amount of such bonds outstanding 
was relatively small they did not 
constitute a serious problem. This 
situation was radically changed, 
however, during World War II by 
the development of these savings 
bonds into the chief vehicle for 
individual investment in govern- 
ment securities. There was thus 
created a tremendous demand 
liability which has made the 
Federal debt structure exceed- 
ingly vulnerable to changes in 
interest rates. We do not mean to 
imply herein a criticism of gov- 
ernment savings bonds as a satis- 
factory medium for individual in- 
vestment. We merely wish to 
emphasize the inflexibility of a 
debt structure with a large per- 
centage of the total in the form 
of a demand liability frozen to a 
fixed interest rate. 

The second serious error was 
the failure of the Treasury to 
take advantage of the opportunity 
to accomplish a major funding of 
the short-term debt during the 
immediate postwar years. I felt so 
strongly on this subject that I 
addressed a letter on Oct. 22, 1946, 
to Mr. Edward F. Bartelt, Fiscal 
Assistant Secretary of the Treas- 
ury, from which I should like to 
quote the following excerpts: 

“In brief, I am convinced that 
the United States government is 
confronted by an urgent need, 
and, at the same time, a golden 
opportunity to fund a substantial 
portion of its huge short-term 
debt. The immediate objective of 
such a funding operation, of 
course, would ve to convert as 
large a portion as possible of the 
short-term obligations now in the 
hands of commercial banks into 
long-term bonds in the hands of 
non-banking investors. 

“In stressing the urgency of 
this need I wish first to point to 
the analogy between the position 
of our government and that of a 
private corporation which has in- 
curred short-term bank indebted- 
ness far beyond its ability to re- 
tire in the normal course of busi- 
ness. To even the most elementary 
student of business finance the 
highly vulnerable position of such 
a corporaiton would be obvious. 
Equally clear would be the urgent 
need for a funding of this exces- 
sive debt into long-term obliga- 
tions, or its retirement through 
the sale of capital stock at the 
earliest practicable opportunity. 

“... As long as we have out- 
standing such an enormous mass 
of floating debt our whole finan- 
cial structure will remain in 
jeopardy. This danger is further 
highlighted by the current un- 
settled state of world affairs and 
the possibility of another major 
war. Certainly if we regard it 
necessary to spend more than $13 
billion annually in direct military 
preparations, the need should be 
equally obvious to put our finan- 
cial house in the strongest possi- 
ble position to withstand any 
storms.” 

In discussing objections 
program of debt funding, I also 
called attention in my letter of 
Oct. 22, 1946, to the widespread 
belief that our so-called “money 
managers” had finally learned the 
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Sound Money, Arch of Freedom— 
Unsound Money, Tool of Tyrants! 


By JOHN J. ROWE* 
President, Fifth Third Union Trust Company, Cincinnati, O. 


Warning rapidly mounting government expenditure is clear 
evidence of unsound use of money, and can lead to tyranny, 
Midwest banker contends so-called welfare legislation, along 
with “too much government,” which increases government out- 
lays, is cause of inflation and bureaucracy. Urges repeal of 
“law after law” whcih expands government spending, and cut- 
ting off the money supply by using a hatchet on the budget. 


Says fundamental cause of inflation is taking too many peop 
off production and putting them on public payroll, thus “rob- 


le 


bing Peter to pay Paul.” Advocates return to gold standard. 


The present Patman inquiry on 
the subject of money, the Federal 
Reserve Banking System and its 
proper relationship with the Treas- 
ury Depart- 
ment of the 
United States 
Government, 
should be a 
vital inquiry 
striking at 
what I believe 
to be the heart 
of American 
economy and 
the heart of 
American 
freedom, I 
fear that it 
will be so ver- 
bose and so 
full of sheer 
opinion, expressed as fact, that it 
may really increase the present 
muddled state of affairs rather 
than result in any really sound 
conclusions. 

I think we all agree that the 
freedoms which our ancestors won 
when we gained freedom from 
Old World domination, and which 
were expressed in the Declaration 
of Independence, and later in the 
Constitution as originally adopted, 
have been slowly and persistently 
diminished, particularly since the 
early 1930s. 

We all know that the cost of 
government in this country from 
1789 to 1933 was, in round figures, 
$112 billion; that from 1934 to 
1945, in a span of 12 years, the 
total for that period reached $375 
billion, or almost 3% times as 
much in 12 years as Our cost of 
government for the preceding 144 
years. We realize that in the last 
Six years, the total cost of govern- 
ment has been $259 billion. 

These figures demonstrate not 
only the increased cost of govern- 
ment, but the fantastic growth of 
bureaucracy, the steady and per- 
sistent withdrawal of literally 
hoards of people from the force 
of producers in this country into 
the force of pencil-pushers. 

Taxes are expressed in dollars: 
income is expressed in dollars: 
volume of business is expressed 
in dollars, and therefore, I think 
it is fair to say that sound money 
is the cornerstone of freedom, and 
that when expensesof government 
mount as they have in this coun- 
try, it is clear eviderce that it is 
an unsound use of money and that, 
historically, he who controls the 
purse controls the people’s lives: 
that we have encouraged, per- 
mitted and allowed this un- 
believable money power to 
be placed in the hands of the few, 
and that money has been this in- 
strument to have the few seize a 
power over this nation which is 
in complete opposition with the 
principles for which the Revolu- 
tion was fought. 

Historically, it is an old, old 
story. Athens and Sparta became 
Republics, shook off the tyrants, 
but they failed to have untiring 
effort to preserve their freedoms 
and decline set in. The Roman 
Empire became a republic of sorts 
and prospered, but when tyranny 
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*An address by Mr. Rowe, before the 
Rotary Club, Springfield, Ohio, March 
17, 1952. 


took charge again, we all know 
the way the Empire crun bled. The 
Rise and Fall of the Roman Em- 
pire is a perfect example of a 
short-lived ftlame of freedom 
which prospered but gradually 
merged into tyranny and inevi- 
table decay. 


I think it is an abundantly fair 
statement to make that up to date 
history has steadily repeated it- 
self. There have been intervals 
of freedom in many, many places, 
succeeded by what might be called 
totalitarian tyranny. 


The signers of the Declaration 
of Independence literally took 
their lives in their hands and 
staked their fortunes for the cause 
of freedom, but apparently with 
the loud acclaim of the four free- 
doms we have lost most of the 
freedoms in the last 20 years that 
had been scrupulously preserved 
from 1789 to 1933. 


We have offered to us from 
platforms, essays, and over the 
radio countless panaceas — fre- 
quently sheer opinion expressed 
as fact. 


The Root Must Be Attacked 


I wish to endeavor to attack 
the root of the matter the 
fundamental means which have 
been employed in what I person- 
ally believe to be an effort, 
whether consciously or uncon- 
sciously (who can say?) to under- 
mine the conception of personal 
liberty and our human right to 
freedom in this country. I offer 
the opinion that money has been 
the major tool employed for this 
purpose. I offer the fact that most 
of us have a tremendously wide 
variety of opinions as to the fun- 
damental causes of this change in 
the American way of life, and I 
would like to offer a few well 
expressed opinions. 

About 150 
wrote: 

“Peoples and governments 
never have learned anything from 
history, or acted on principles de- 
duced from it.” 

Turning to a modern novelist, 
Wm. Somerset Maugham said the 
following: 

“If a nation values anything 
more than freedom, it will lose 
its freedom; and the irony of it 
is that if it is comfort or money 
that it values more, it will lose 
that too.” 

Plato, approximately 400 years 
before Christ, made the following 
statement: 

“The people have always some 
champion whom they set over 
them and nurse into greatness — 
this and no other is the root from 
which a tyrant springs: when he 
first appears he is a protector.” 

We hear statements from gov- 
ernment in this country con- 
stantly, or from those advocating 
some new legislation, that a given 
piece of legislation is absolutely 
essential to protect various classes 
of citizens. Plato recognized, over 
2,000 years ago, that that same 
argument had always been used. 
The modern technique is to call it 
welfare rather than protection. 

William Shakespeare, 350 years 
ago, outlined our foreign aid and 
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Federal Legislation and 
The Security. Market 


By G. KEITH FUNSTON* 
President, New York Stock Exchange 


Answering question, “Does New York Stock Exchange oper- 
ate in public interest?”, Mr. Funston defends its organization, 
rules and operations. Says no business is more strictly regu- 
lated, and contends Exchange is essential to our capitalistic 
system. Denounces artificial barriers to free markets, citing 
current margin requirements and capital gains holding period, 
and deplores proposed SEC taxes. Cites need for additional 
domestic capital investment and for better facilities for private 


overseas investment. 


Recommends, as changes in Security 


Acts: (1) exemption of brokers executing unsolicited orders in 

securities under registration; (2) exemption from prospectus 

requirements of listed securities when sold on agency basis; 

(3) permitting loans on new securities when sold on unsolicited 

basis; and (4) reduction of “waiting period” on new issues of 
listed securities to ten days. 


There is no doubt in my mind— 
and I trust there is none in yours 
—that the New York Stock Ex- 


change is indispensable to the 
national econ- 


omy. Any - 
thing we can 
do to improve 
the climate in 
which the Ex- 
change func- 
tions is im- 
portant to the 
entire nation. 

Listed on 
the New York 
Stock Ex- 
change are 
approximately 
2,500 issues of 
stocks and 
bonds, repre- 
senting the ownership and debt of 
almost all the leading corpora- 
tions in this country. The market 
value placed upon these securities 
by the investing public amounts 
to nearly $208 billion. There is 
hardly a family in the United 
States which does not have an 
interest, directly or indirectly, in 
the securities for which the New 
York Stock Exchange provides a 
free and open market. 

One of the prime requirements 
for an investment security is mar- 
ketability. The need for market- 
ability for securities was the rea- 
son why the Exchange was found- 
ed 160 years ago. It was organ- 
ized to provide a market place 
where investors of that day could 
freely buy and sell stock issued 
by the Government to refund the 
cost of the Revolutionary War. 


The need for marketability for 
securities is just as great today. 
It is axiomatic that the willing- 
ness to risk has a direct relation- 
ship to the ability to limit loss, 
on the one hand, and to realize 
profit on the other. The market- 
ability provided by a securities 
market such as ours is essential 
to facilitate the flow of capital 
into business enterprises. 

Our capital markets have a 
highly important part to perform 
in our free. and enterprising busi- 
ness system. The New York Stock 
Exchange can best perform its 
part in two ways: First, as an 
efficiently operated market place; 
second, constantly to improve the 
investment mechanism. which it 
provides. 

Under its own rules and regu- 
lations and those of the Federal 
Government, I think it is fair to 
say that the New York Stock Ex- 
change today provides a more 
efficiently operated market place 
than ever before in its history. 
This does not, of course, imply 
that the present machinery cannot 
be perfected further. I feel strong- 
ly that it can be improved. The 
responsibility for achieving this 
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*Statement by Mr. Funston before the 
Securities and Exchange Commission Sub- 
committee cf the Committee on Inter- 
state and Foreign Commerce of the House 
of Representatives, New York City, March 
24, 1952. 





objective is one common to the 
Exchange itself, the Congress and 
the Securities and Exchange Com- 
mission. 

For our part, we must continue 
to provide a market in which in- 
/estors have confidence and where 
they can buy or sell securities 
most advantageously—not only in 
good times, but in times of stress. 

The SEC, for its part, must see 
to it that the law which it admin- 
isters is applied capably and with 
the least possible interference 
with the free functioning of the 
law of supply and demand. 

The SEC must continue to real- 
ize that an industry which is alert 
to its responsibilities and aware 
of its obligations to the general 
welfare is by far the strongest ally 
which the Commission can have 
in meeting its own responsibilities. 


And may I express the hope that 
appropriate Committees of Con- 
gress will reexamine periodically 
in the future, as objectively and 
carefully as this (Subcommittee of 
the Committee on Interstate and 
Foreign Commerce) is doing, the 
effect of Federal legislation on 
the securities markets. 


New York Stock Exchange Under 
Severe Regulations 


Does the New York Stock Ex- 
change operate in the public in- 
terest? Does it adequately safe- 
guard and protect the interests of 
those who depend on its proper 
functioning? Those are questions 
in which I know you are intensely 
interested. 


There is probably no business 
in the world which is regulated 
more strictly than the New York 
Stock Exchange. This regulation, 
by itself and by the SEC, extends 
to the very roots of the Exchange. 
It applies with equal stringency 
to members and member firms of 
the Exchange, to all partners and 
to employees of member firms. 

Far from resenting the strict 
rules which guide it, the Exchange 


prefers to operate in a gold-fish 
bowl. This policy has its advan- 
tages. We know that the more 
people see and understand the 
practices and standards of the 
Stock Exchange, the more they 


will realize that it is a vital part 
of their everyday lives and merits 
their confidence accordingly. 

As you know, the Exchange 
itself neither buys nor sells shares, 
nor does it in any way establish 
prices. The Exchange is a non- 
profit organization, an association 
of brokers who have qualified for 
membership. The income which it 
must have to operate does not 
increase when share prices rise, 
nor decline when prices decline. 
The interest of the Exchange in 
prices of securities bought and 


sold on this market place is to do 
everything within its power to see 
that prices are arrived at fairly, 
openly and honestly through the 
medium of a free, two-way auc- 
and 
promptly 


tion 
those 


procedure, 
prices 


to publish 
for all to 
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see. The public could demand no 
greater protection; the Exchange 
would countenance nothing less. 


To safeguard the interests of 
the investing public—and I would 
be less than candid if I did not 
mention also our own interest— 
the New- York Stock Exchange 
prescribes rigid capital minima 
which its member firms must 
meet to carry public accounts. In 
addition, such firms must answer 
at least three searching financial 
questionnaires every year, one 
based on a surprise audit by inde- 
pendent public accountants. Ex- 
change examiners visit member 
firms and spot-check their books 
and records for observance of 
Exchange, Federal and State reg- 
ulations. Weekly reports must be 
made of the commitments and po- 
sitions of member firms resulting 
from underwritings. Borrowings 
or loans by firms or their indi- 
vidual partners must be disclosed. 


These are only a few of the 
financial standards established by 
the Stock Exchange. The rewards 
of this self-supervision are evi- 
denced by the fact that Exchange 
member firms have a_ solvency 
record which tops even that of the 
nation’s banks. In the past half- 
century this solvency record has 
averaged 99.77%, as against a fig- 
ure of 98.49% for all state and 
national banks. For the past 14 
years the Exchange member firms’ 
solvency record has been a per- 
fect 100%. 


The 33-man Board of Governors 
of the New York Stock Exchange, 
of which I am one, exercise com- 
plete control over the admission 
of members to the Exchange and 
of partners to member firms. The 
board can fine, suspend or expel 


a member or a general partner of 
a member firm. 


I would be the last to deny that, 
20 years or more ago, there were 
abuses in the securities markets. 
Fortunately for everyone, those 


days have gone, and no thinking 
person would have them return. 
Anyone trying today to turn the 
clock back would not last long. 


Exchange Essential] to Risk Funds 


Although the New York Stock 
Exchange is not in itself a source 
of new equity capital—of risk 
funds essential to developing new 
industries and enlarging produc- 
tivity—the flow of new capital 
soon would halt without it. If 
there were no Stock Exchange— 
no national market place where 
people could turn their invest- 
ments into cash at will—investors 
would soon find financing any 
new ventures, no matter how 
promising, increasingly difficult. 

Even though the investment 
banking industry has built up an 
efficient mechanism for the sale 
of securities, that mechanism 
alone is insufficient to carry out 
the task of distribution completely. 


As a general rule, when the pri- 
mary distribution of a new issue 
of securities has been completed, 
the number of investors in that 
company is comparatively small. 
These are the investors who are 
willing to put their savings into 
new enterprises which have not 
yet developed a widespread pub- 
lic appeal. As new securities be- 
come seasoned, however, they may 
qualify for listing on the New 
York Stock Exchange. That step 
makes the securities more attrac- 
tive to more people and enables 
the holders of those securities, if 
they wish to do so, to liquidate 
their investment in a_ national 
market place and to put the pro- 
ceeds into another new enterprise. 


History and common sense teach 
us that an active market—one in 
which the average daily turnover 
has some reasonable relationship 
to the number of shares listed and 
to the general business trend— is 
a healthy market. The more bids 
there are to buy and the more 
offers there are to sell in this 
nation’s market place, the more 
certain it is that all buyers and 
all sellers will be assured of its 
maximum benefits; the more cer- 
tain it is that the prices recorded 
on the stock tickers and in the 
newspapers will reflect the best 
possible composite opinions of in- 
vestors all over the country. 
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Yet the volume of trading on 
the New York Stock Exchange has 
not seemed to reflect the public 
participation that is desirable. 
Thus far in 1952 the average daily 
trading volume has run around 
1,400,000 shares. This small turn- 
over is all the more startling when 
related to the fact that there are 
now more than 2,600,000,000 shares 
available for trading in 1,076 com- 
panies as contrasted with half that 
number of shares in 825 compa- 
nies 15 years ago. 

I know that I need not stress 
here the great growth in popu- 
lation, income and distribution of 
wealth that has occurred in that 
period. 


I think it fair to say—and I am 
sure you will all agree with me— 
that no artificial barriers to an 
essential business activity — and 
the stock market is a legitimate, 
necessary and vital business—are 
justifiable, either by Federal law 
or any governmental agency. 


At the beginning of the current 
year, collateral borrowings by 
member firms of the New York 
Stock Exchange amounted to only 
three-quarters of one per cent of 
the market value then of listed 
shares. This type of borrowing 
represents loans to finance the 
purchase of securities on margin. 


On Feb. 1, 1926, when compila- 
tion of these data was begun, total 
collateral borrowings amounted 
then to 10% of the market value 
of listed shares. 


There were some 500,000,000 
shares listed on the Stock Ex- 
change on Feb. 1, 1926; today 
there are more than 2,600,000,000 
shares listed. I think these fig- 
ures establish beyond doubt that 
business on the Stock Exchange 
today is largely on a cash basis. 

Perhaps high margin require- 
ments constitute one reason why 
more investors are not using the 
facilities of the New York Stock 
Exchange. The Federal Reserve 
Board controls the amount of 
credit which may be used for pur- 
chase of securities, and its current 


Continued on page 40 

















| of the unde 





DICK & MERLE-SMITH 


COOLEY & COMPANY 








March 26, 1952 








The Pri pects may be obtained in any State in 


signed and other dealers as 


AMERICAN SECURITIES CORPORATION 


WM. E. POLLOCK & CO., INC. 
BURNHAM AND COMPANY 


This announcement is not an offer to sell or a solicitation of an offer 
The offering is made only by the Prospectus. 


$50,000,000 


Consolidated Edison Company 
of New York, Inc. 


First and Refunding Mortgage Bonds, 3%s% Series H, 


due March 1, 1982 


Dated March 1, 1952 


| Price 102.384% and accrued interest 


HALSEY, STUART & CO. INc. 


BEAR,STEARNS& CO. EQUITABLE SECURITIES CORPORATION GLORE, FORGAN & CO. 


L. F. ROTHSCHILD & CO. 


JOHNSTON, LEMON & CO. 
R.L. DAY & CO. 


if ; ‘ : ms 
Ai /; this announcement 18 Ci? culated from only 
may lawfully offer these securities in 


AUCHINCLOSS, PARKER & REDPATH 
NEW YORK HANSEATIC CORPORATION 
BAXTER, WILLIAMS & CO. 
g. 
PRESCOTT, SHEPARD & CO., INC. 


to buy these securities. 


such 


‘ 


such State. 


GREGORY & SON 


INCORPORATED 


F. HUTTON & COMPANY 
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A Plan of General Credit Control 
And Debt Management 


By AUBREY G. LANSTON* 
President, Aubrey G. Lanston & Co., Inc., New York City 


Asserting it is vital the Federal Reserve be free and exercise 
judicial judgment, Mr. Lanston proposes two Congressional 
directives to effect this end, viz: (1) Treasury shall avoid set- 
ting terms on its securities that, in opinion of Federal Open 
Market Committee, might require use of powers inconsistent 
with credit objectives, and (2) that open market transactions 
of Federal Reserve, except in extreme emergency, be conducted 
solely in conformance with these credit objectives. Lays down 
six points in overall plan, and concludes proper debt manage- 
ment, to be able to counter inflationary or deflationary forces, 
should provide securities suited to economic needs of period. 


I do not represent any group, 
the views I express will be my 
own, and I shall be as brief as 
possible. 

My approach 
is from the 
premise that 
you are seek- 
ing the best 
practical 
solution to the 
problems that 
arise from the 
necessity to 
manage a 
huge _ public 
debt, in a way 
that will be 
consistent 
with sound 
credit policy 
particularly 
during a 
period of strong inflationary pres- 
sures, a high level of national pro- 
duction, full employment, and a 
Federal deficit. 

Before entering into a discus- 
sion of six major points, may I 
list certain obvious facts so you 
will know I have not overlooked 
them? 

(A) The Federal Reserve is 
charged with responsibilities for 
the availability, use, and cost of 
its credit, and, therefore, its de- 
cisions affect the cost of all credit, 
including that available to the 
Treasury. 

(B) We have a large public 
debt, and changes in its ownership 
can have an important bearing on 
the money supply. 

(C) The public debt must be 
held by someone. 

(D) If the public, including 
bank and non-bank investors, 
wishes to divest itself of Treasury 
securities, only two other buyers 
may be found; one is the Treas- 
ury, if and to the extent it has 
a cash surplus, and the second is 
the Federa] Reserve. 

(E) When the Treasury has an 
approximate balance or incurs a 
cash deficit, and the public wishes 
to divest itself of Treasury securi- 
ties or is unwilling to fully ab- 
sorb Treasury deficit financing, 
there is only one buyer—the Fed- 
eral. 


Aubrey G. Lanston 


Two Congressional Directives 
Advocated 


It is from such simple and ob- 
vious premises that some suggest 
a seemingly logical conclusion, 
namely that the Federal Reserve 
must underwrite Treasury financ- 
ing and support the Treasury se- 
curities market in the present cir- 
cumstances and under a variety of 
others. If such generalizations had 
to be accepted, it then would fol- 
low that the Federal Reserve 
could not achieve any notable 
credit restraint in circumstances 
such as those we face. Much, and 
persuasive, economic philosophy, 
and some authoritative profes- 
sional opinion may support this 
or similar general conclusions. 

It is my belief that the Federal 
Reserve plays a measurable and 
constructive role in our efforts to 


*A statement by Mr. Lanston before 
the Subcommittee on General Control and 
Debt Management of the Joint Committee 
on the Economic Report, March 18, 1952. 


maintain a stable economy. At 
times this may be through nega- 
tive action, that is, of insuring 
that its credit does not add un- 
necessarily to an enlargement of 
the money supply during an infla- 
tionary period. At other times, its 
actions may be more positive and 
direct. 

It is vital that the Federal Re- 
serve be free and be encouraged 
to exercise judicial judgment. 

Obviously, the Federal Reserve 
must take fully into its delibera- 
tions the impact of its policies on 
the psychology and actions of 
holders of Treasury securities. A 
high degree of cooperation be- 
tween debt and credit manage- 
ment is insurance of this, but in 
the final analysis, Federal Re- 
serve officials must make deci- 
sions with respect to the avail- 
ability, use, and cost of money in 
a judicial capacity and consider- 
ing the manner in which the re- 
sultant credit policy will affect 
the economy as a whole. In this, 
the cost of money to the Treasury 
is but one of a number of items. 
Congress wisely provided, in the 
Federal Reserve Act, that the 
judgments of Federal Reserve of- 
ficials be independent of narrow 
political considerations. The 
cardinal principle of our control 
over the money supply is that we 
treat money as the servant, and 
not the master of the people. 

Two Congressional directives 
along certain lines could insure 
that this will remain the case: 


One, to the Treasury: The 
Treasury shall avoid setting terms 
and conditions on its securities 
that, in the opinion of the Federal 
Open Market Committee, might 
require the Federal Reserve to 
use its powers in a manner incon- 
sistent with its credit objectives. 

Two, to the Federal Reserve: It 
is the will and intent of the Con- 
gress that the open market trans- 
actions of the System shall be 
conducted solely in conformance 
with its credit objectives, as these 
are determined by the Federal 
Reserve Board or the Federal 
Open Market Committee, after 
full consideration of desirable 
public debt ownership; and open 
market transactions in Treasury 
securities shall not be used, except 
during periods of extreme emer- 
gency, either to sustain anv par- 
ticular rate of interest on Treas- 
ury financing or any particular 
level for Treasury security prices. 

Further, the credit policies of 
the System shall be conducted in 
a manner that will permit the 
normal functioning of the nation’s 
banking and credit activities to 
be administered by private hands, 
through instruments and _ by 
methods that are impersonal in 
their application. 


Points in Overall Plan 


The remainder of my remarks 
are confined to six points, and the 
first concerns certain economic 
objectives of the Treasury for debt 
management. The Secretary, when 
he outlined his Department’s gen- 
eral economic objectives, stated it 
was Treasury policy to direct debt 
management so as to counter any 
pronounced inflationary or defla- 
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tionary pressures, and to provide 
securities to meet the current 
needs of various investor groups. 
In my opinion, these two objec- 
tives are contradictory when in- 
flationary or deflationary pres- 
Sures are strong. 

For example, during a boom 
such as the present, institutional 
investors generally feel they 
“need” shortest term Treasury se- 
curities with which they may re- 
tain a high availability of funds. 
Yet, it is in such circumstances 
that the Treasury, as stated by a 
Federal Reserve Bank president, 
should follow a debt management 
policy which “aggressively seeks 
to channel directly into govern- 
ment hands a substantial part of 
the savings which accumulate in a 
period of full employment, high 
national income, and relative scar- 
city of goods.” 

The “needs” of individual in- 
vestors during a boom are less 
easy to predict. On the average, 
the chances are individuals will 
believe they do not need addition- 
al Treasury securities. They may 
prefer to reduce their holdings. 
Savings bond sales and redemp- 
tions tend in some degree to con- 
firm this. 

The economic objectives of the 
Treasury during a boom, there- 
fore, should be: 

(a) To seek additional non-bank 
institutional investment in its se- 
curities by offering relatively 
high-rate long-term bonds, that is, 
bonds which offer a rate of return 
that is equal to the current income 
requirements of these investors; 
and, 

(b) To persuade individuals to 
place current savings in Treasury 
securities that will assure them of 
no loss of principal by offering 
rates of return that make it ex- 
pensive to hold cash, and which 
thereby may reduce the attrac- 
tiveness of spending above-aver- 
age sums for goods and services. 

In the other extreme of business 
conditions, one of depression, in- 
stitutional investors generally be- 
lieve they have a convincing need 
for the highest income Treasury 
securities they can obtain. This 
generally means long-term bonds. 
Yet this is a time when institu- 
tional investors should be seeking 
to revitalize plant and equipment 
expenditures in order that these 
may contribute to an expansion in 
national production and employ- 
ment. Long-term Treasury secur- 
ities sold to these investors during 
a depression may prove to be tem- 
porary investments as private cap- 
ital demand expands. Short-term, 
low-yield Treasury offerings 
would be better suited to the 
needs of the economy, both at the 
time and later, when institutional 
investors may wish to transfer 
such assets to private credits. 

Individuals, subject to lower 
wages and increased unemploy- 
ment, also will feel the need for 
the highest income they can get 
from Treasury securities, even 
though, in the aggregate, they 
may be net sellers. The needs of 
the economy would call for a 
divestment of past savings and a 
reduction in current savings. This 
could be encouraged by a reduc- 
tion in the rates of interest paid 
on savings bonds and the like. 


The economic objectives of the 
Treasury during a recession, 
therefore, should be: 

(a) To encourage institutional 
investors to be most aggressive in 
expanding private credit, by of- 
fering largely only short-term, 
low-rate Treasury securities, and 

(b) To encourage individuals to 


divest themselves of past savings 
and to reduce current savings by 


lowering the rates of interest paid 
on savings bonds and the like. 
Other kinds of business condi- 
tions, ones that are less extreme 
than a boom or a depression, will 
be characterized by variable de- 
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Observations... 


strated in the 1935-1937 bull market, the government's right-arm 
of securities regulation has been sabotaged by its left-arm of 
inflation and taxation. 

The assumption that the complained-of market thinness could 
be appreciably thickened and the desired activity stirred up, by 
lowered margins, is also rendered highly questionable by the 
public’s continued abstention from credit facilities in present-day 
cash markets. In any event, such “market-liquefying” from re- 
duced margins, if it occurred at all, would do so at the cost of 
stimulating the speculative rather than the desirable income-con- 
scious investment attributes of the market place. 

Tax Factors 

Far more important in contributing to market “illiquidity” 
today is the tax factor, but here, too, the several causes and effects 
are not narrow and simple. The Stock Exchange and others direct 
their fire at the capital gains tax with main attention to the freez- 
ing effects of the existing requirement for a six rather than a 
proposed three-month holding period to get the privilege of the 
26% ceiling on profits tax. 


Actually, it is the overall high level of the investor's ordinary 
income taxation, rather than the length of the capital gains 
holding-period, which is harmful to both the activity and the 
investment character of the Stock Exchange. For the market 
participants with an investment attitude, any sizable tax on 
accrued appreciation will, particularly as in our current lengthy 


bull market, lead to the freezing of portfolios. The importance 
of the tax on dividend income as a cause of the large stockholder’s 
exit from the market and the consequent impairment of its 
activity, can be appreciated from the following table, showing the 
effect of present rates on the actual take-home return. The share- 
holders’ net return on the 5.8% gross yield which is now available 
in the dividends from the representative stocks in Standard Sta- 
tistics 90-Stock Average, as reduced by current tax rates, follows: 


After-Tax 
Total-Income Yield on 


Recipient of: 5.8% Gross Yield 
© Re no ncccecssbanecanecsibaaseanne 4.2% 


(Calculations are for a married man with two chil- 
dren; and assuming that 75% of his income comes from 
salary, with this tax scale levied on the remaining 25% 
discretionarily allotted to investment.) 


Importance of the Large Differential Between the Capitat Gains 
and Ordinary Income Levies 

In considering the speculative effects of the tax situation, it 
is the differential between such tax emasculation of dividend- 
income and the more favorable treatment of capital profits (at 
26%), which, though wholly equitable, importantly enhances mar- 
ket speculation. The 50-90% bracket income-boys who do not 
altogether retire from the market for taxable stocks, turn to the 
chasing of lower-taxed capital gains. 

Such differential between ordinary income and capital gains 
tax rates also has the effect, in the framework of practical recog- 
nition of the public’s temper, of minimizing the possibility of 
eliminating or favorably revising the believed-to-be already 
more favorable capital gains levy. Actually, as was elicited at the 
discussion at the current Hearings, much of the public imagines 
that the present arrangement with the 6-month holding minimum 
constitutes some kind of “loophole.” 

Hence it must be realized that the practical solution lies, not 
in revising the capital gains tax, but in first reducing the confis- 
catory levy on ordinary income. If this is done on shareholder — 
income through whole or partial elimination of the existing 
double-taxation of corporate earnings, the number of stock buyers 
would be enormously increased, and their genuine-investment 
attributes importantly enhanced. Thereafter capital gains tax 
reform can be adequately taken care of. 

The interplay of effects of confiscatory tax rates in the invest- 
ment world is typical of that situation in other sectors, as the 
corporate, where the capital loss as well as gains exigencies control 
so many crucial business decisions. 

oe a bs 

Likewise included in the Heller Committee’s discussions were 
questions about new issue prospectus requirements and on-and- 
off-exchange liquidity, and similar; indicating the need for much 
further exploration. 

It must be borne in mind that actual take-home return on 
the current 5.8% gross yield from dividends on representative 
stocks in Standard Statistics 90-Stock Average is reduced as fol- 
lows in the respective brackets: 

We see that these along with the perennial questions of securi- 
ties taxation, stock market credit and “inflation,” continue as 
problems requiring the most thorough and careful consideration 
from broad economic and social, as well as the narrower stock 
market approaches—perhaps via full testimony and discussion 
before an American counterpart of Britain’s statesmanlike Mac- 
Millan Committee. or a reconstituted Congressional Committee 
of the Economic Report. 

President Truman and President Funston could appear as 
expert witnesses. 
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NATIONAL 
STEEL 





1 «2 Netimel Steel 


In an industry whose very essence is bigness, National is big. 


It is big geographically. National Steel properties are located in 
twelve states. Its sales and distributing organization extends 


from coast to coast and across the seven seas. 


It is big physically. National Steel owns huge mills and mines... 
a complete fleet of lake ore boats. It operates the world’s largest 
open hearth furnaces the largest and fastest electro- 
lytic lines . . . one of the largest continuous rolling mills. 


NATIONAL STEEL 


GRANT BUILDING 


SERVING AMERICA BY 


SERVING AMERICAN 


Most important, National Steel is big in ideas, big in vision. Its 
advances in steelmaking methods and processes have helped 
revolutionize the modern steel industry. Its present expansion 
program is now increasing National Steel’s annual capacity 
from 4,750,000 ingot tons to 6,000,000 ingot tons, carrying on 
a record of continuous growth. 


This is National Steel ... big today, bigger tomorrow ... one of 
America’s foremost producers of steel. 


CORPORATION 


PITTSBURGH, PA. 


INDUSTRY 


\ 


AR 


AY 


A color reproduction of this picture . . . in larger size for framing . . . will be mailed on request. 
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WEIRTON STEEL COMPANY 


Mills at Weirton, West Virginia and 
Steubenville, Ohio. World’s largest, in- 
dependent manufacturer of tin plate. 
Producer of a wide range of other impor. 
tant steel products. 


GREAT LAKES STEEL CORP. 


Detroit, Michigan. The only integrated 
steel mill in the Detroit area. Produces a 
wide range of carbon steel products . . . is 
a major supplier of all types of steel for 
the automotive industry. 


STRAN-STEEL DIVISION 


Unit of Great Lakes Steel Corporation. 
Plants at Ecorse, Michigan, and Terre 
Haute, Indiana. Exclusive manufacturer 
of world-famed Quonset buildings and 
Stran-Steel nailable framing. 


Houston, Texas. This new warehouse is 
a Quonset building supplied by Stran- 
Steel Division. Company distributes 
steel products throughout the Southwest. 


HANNA IRON ORE COMPANY 


Cleveland, Ohio. Produces ore from exten- 
sive holdings in Great Lakes region. 
National Steel is also participating in the 
development of new Labrador-Quebec 
iron ore fields. 


THE HANNA FURNACE CORP. 


Blast furnace division of National Steel 
located in Buffalo, New York, 


NATIONAL MINES CORP. 


Coal mines and properties in Kentucky, 
West Virginia and Pennsylvania. Supplies 
high grade metallurgical coal for the 
tremendous needs of National Steel. 





418 (1290) The Commercial and Financial Chronicle . .. Thursday, March 27, 1952 


At that time it was not only superfluous but actually harmful from 
the point of view of the internal economic situation. Unemploy- 
ment had already reached record levels, and its aggravation by 
means of dear money could not possibly help even from an inter- 


Write him occasionally about his 
program. Adjust it if you think 
profits are such that he should 


End of Cheap Money in Britain 


By PAUL EINZIG 


Dr. Einzig reviews history of cheap money policy in Britain 

during past decade, and holds that while it heiped nation’s 

economy temporarily, its disadvantages have long since been 

evident in that the policy has largely contributed to over-full 

employment, over investment and inflation. Says Conservative 

government had no alternative but to resort to “dear money” 
in order to save the pound from another devaluation. 


LONDON, Eng.—With the increase of the bank rate to 4% on 
March 11 the 20 years’ period of cheap money has come to an end. 
It was initiated in 1932 as a reaction from the experience of 1931 
when the high bank rate failed completely to prevent the flight 
from the pound leading to the suspension of 
the gold standard. That experience reinforced 
the arguments of the Keynesian school of 
thought according to which it is not worth 
while to inflict on domestic trade the hard- 
ships of dear money for the sake of an attempt 
to influence the international movement oft 
funds. The British monetary authorities reluc- 
tantly arrived at the conclusion that Keynes 
was right. They gradually lowered the bank 








rate of 2% and, apart {rom a brief interval in 
1939, left it there unchanged for nearly 20 
years. When in 1951 Mr. Butler became Chan- 
cellor of the Exchequer he was determined to 
add monetary control to the various other dis- 
inflationary devices in operation or to be 
adopted. As a first step, however, he only 
raised the bank rate to 24%%. Now with one 
bold stroke he raised it to a level at which 
money can no longer be described as cheap. Admittedly, it is con- 
ceivable that, if and when the gold drain should subside, the bank 
rate would be lowered again. What matters is that the British 
monetary policy no longer regards it a fundamental principle to 
maintain low interest rates at all costs. Until recently any sugges- 
tion of raising the bank rate would have been regarded as some- 
thing like blasphemy. Apart from the small though vocal group of 
orthodox economists which never ceased to agitate for the return 
of dear money, most people in Britain had assumed that cheap 
money had come to stay forever. Departure from 
therefore, as something like a shock, 

Beyond, doubt during a large part of the period of its applica- 
tion the policy of cheap money rendered very valuable services in 
Britain. During the ‘thirties it went a long way towards reviving 
trade following the long depression, even if it was unable to elimi- 
nate large-scale unemployment which continued right to the early 
part of the war. It also enabled the Treasury to reduce the burden 
of the public debt inherited from the first World War, and to 
finance the second World War at remarkably low interest rates. 
The low-cost financing of postwar reconstruction and readjustment 
of industry must also be added to the credit side of the balance 
sheet of cheap money policy. 

Since 1946 or 1947, however, the disadvantages of that policy 
have gradually come to outweigh its advantages. There can be no 
doubt that it has largely contributed towards the creation of a 
state of over-full employment and inflation. It greatly encouraged 
over-investment which, together with the excessive increase of the 
purchasing power of consumers, was largely responsible for the 
perennial rise in the cost of living. Apart altogether from the bal- 
ance of payments difficulties and the alarming decline of the gold 
reserve, the case for dearer money became stronger and stronger 
with the progress of domestic inflation from the point of view of 
the domestic economic situation. It was essential to relieve the 
overload on the country’s economy. This entailed for the new gov- 
ernment decisions which were bound to be painful and unpopular. 
Moreover, it soon became evident that the desired end could not 
be achieved by physical controls, cuts in public expenditure, or 
mere requests to banks to keep down the amount of their loans. 
Many of us who had believed in cheap money arrived at the con- 
clusion that a dose of the old-fashioned remedy of dear money was 
decidedly overdue. 


Dr. Paul Einzig 


it has come, 


Indeed. Mr. Butler had no alternative if he wanted to save the 
pound from another devaluation. 


He was expected to produce a 
“tough” 


budget, but nobedy quite knew how this could be done. 
It was evident that in face of Socialist pressure against budgetary 
economies there could be no large-scale cuts in public expenditure. 
He could have raised the level of taxation, but this would have 
done more harm than good, for it would have started a new vicious 
spiral of wage demands, cost of production, and cost of living. He 
had to make a gesture restoring confidence in sterling, but the 
creation of a large budgetary surplus was not the right way of 
approaching that end. ; 

The gesture implied in the return to dear money was calcu- 
lated to produce the desired result. Judging by the immediate 
response of the foreign exchange markets, it did inspire a certain 
degree of confidence abroad. Although it would be premature, at 
the time of writing, to form a definite opinion about the ultimate 
result of the high bank rate, the outlook is not unpromising. The 
only danger is that the political and social factor may outweigh 
the economic factor. This is what actually happened in 1931. The 
attempt to solve the problem by means of economies failed because 
it provoked the Invergordon naval mutiny, and this gave rise toa 
wave of distrust. Similarly, if in 1952 the high bank rate should 
provoke a wave of industrial unrest it would do more harm than 
good. 

From a purely economic point of view the high bank rate 
stands today a better chance of saving sterling than it did in 1931. 


national point of view. 


Today, on the other hand, the internal 


effect of a high bank rate is bound to be favorable, owing to the 


existence of a state of over-full employment. 


By reducing capital 


investment and consumption it will tend to increase the export- 


able surplus and to lower the price of 


the goods available for 


export. The anticipation of this effect, and the impression created 


by the 


prospects of 


the liquidation oi 


over-full employment, is 


likely to inspire confidence in sterling. 


The reduction of food subsidies will tend to produce 
it may 
On the other hand, the same result would have 
food 
corresponding 
The difference is 
internal situation even 


psychological effect. It 
prices and wages. 
arisen if instead of cutting 
Chancellor had produced a 
means of additional taxation. 
solution would have made the 


is true, 


a similar 
lead to some increase of 
by £160 
revenue 
that 


subsidies the 

by 
that 
un- 


million 
surplus 
while 
more 


sound through adding to excessive taxation, the soiution actually 


chosen tends to reduce one of 


the abnormal factors which 


have 


distorted Britain’s economy ever since the war. 


The outcome of the British experiment with dear money must 


be awaited with the utmost 


interest. 


Apart altogether from its 


practical implications, it is likely to have considerable influence 


on the trend of monetary theory. 
satisfactory ther« 
Keynesian doctrines. 


is bound to be a strong reaction against 


Should the response prove to be 
the 


At any rate the teachings of Keynes, elabo- 


rated during a prolonged period of trade depression and large- 
scale unemployment, will have to be reconsidered and adjusted to 


the different conditions prevailing during a period of 


continuous 


trade boom and over-full employment. 














—-——— — By JOHN 

When you stop to think about 
it, why should some one you have 
never known before in your life 
entrust such a vital matter as their 
financial welfare to you, or to any 
other complete stranger? The 
more you face this fact realisti- 
cally, the clearer it becomes that 
missionary work is a “must” in 
the securities business. Yet, time 
and again we find salesmen, and 
many firms engaged in the invest- 
ment business, who somehow fail 
to realize that it takes time and 
spade work before you can culti- 
vate a full grown garden of in- 
vestor clients. They somehow or 
other expect to go out and make 
some calls, and do business right 
off the bat, Occasionally this does 
happen but, even so, those sales 
rarely develop into a full fledged 
account that repeats and continues. 
It is hit or miss at the best. 

The very fact that most people’s 
financial welfare is so important 
to them is also a help to the sin- 
cere and conscientious salesman. 
Although it takes time to develop 
confidence, the man who lays 
stress upon safety of principal, 
sound policies, fair return, solid 
diversification, ample _ reserves, 
planning, and personal interest in 
the client, can eventually take 
over an account and keep it 
against his competition. 


And There Is Competition 


This brings up the often rec- 
ognized, but rarely discussed mat- 
ter of competition. Despite all the 
talk today about the excellent op- 
portunities available for securities 
salesmen, because of the so-called 
dearth of competition in the in- 
vestment business, there is hardly 
a day that goes by that someone 
is not calling upon your clients 
and disturbing their equilibrium 
in one way or another. Either it 
is the radio in the evening, that 
reels off the day’s market quota- 
tions, and tells them to go down 
and see so-and-so for the latest 
list of one hundred leading divi- 
dend payers; or it is some litera- 
ture that they may read which 
disturbs them. Possibly it is a 
salesman from another firm. Or 
maybe it is his friend at the club 
who asks him. “How are your 
stocks coming along? Mm. Is that 
so? Well, I just bought 200 
Umpty Dunk at twenty and it is 
thirty-three now.” This causes 
some misgivings, and even if you 
are not told about it. your sup- 
posed solid and loyal client is 
thinking to himself—‘“why didn’t 
my fellow tell me about that 
one?” 


Securities Salesman’s Corner}\ 














DUTTON 





This cannot be avoided. People 
are people, and you just have to 
keep after the old accounts. You 
must service them. You must call 
back and discuss their invest- 
ments. You must resell. You 
have to remind them too. Re- 
member, if you have a program 
set up and you continue to place 
emphasis upon the long range ob- 
jectives, then you can ward off 
all of these doubts and fears which 
constantly are challenging your 
relationship with your client. Peo- 
ple take a while to accept even 
the soundest ideas. They must be 
resold. But once you have done 
this, you can ease up a bit. The 
difficult part of the _ securities 
business, it seems to me, has al- 
ways been that people just do not 
know enough about the business 
cycle to appreciate long range 
planning of an investment ac- 
count. There are too many idol 
worshippers in and out of the 
investment business. 

What I mean by idol worship- 
pers are those who accept half 
truths. Unfortunately some secu- 
rities men would rather make a 
sale based upon the emotional 
but unsound desire of a securities 
buyer for a _ speculative profit, 
than lose the sale rather than 
become a party to something that 
might eventually hurt their client. 
I think there is a place for secu- 
rities that offer hope of capital 
gain. I believe that some people 
are better off because of their tax 
position, and their ability to as- 
sume risk, if they have a certain 
amount of their capital in such 
situations. In fact, experience 
proves that there is a time, and 
a place, and an amount that can 
be expended for speculation by 
certain people, and when these 
circumstances are right, it should 
be done. I am not trying to preach 
—but surely these fundamental 
principles of fitting the securities, 
and the cash reserves, to the 
client, are the only basis with 
which you can ward off the on- 
slaughts of those who are con- 
stantly trying to get business from 
people that you know, and call 
your clients. 


Talk Fundamentals 


It. seems to me that each cus- 
tomer on your books is always a 
potential source of more business 
—but it can only come about if 
he feels that there just isn’t any 
oher place where he might go, and 
feel as sure about his investments 
as he does with you. This requires 
that you talk over his holdings in 
the light of present day conditions. 


withdraw some of his capital from 
the stock market. Let him know 
that you would rather have him 
miss some possible “paper prof- 
its,’ than take on some “real 
losses’”’ someday. You don’t have 
to alarm him. But in these times 
it is quite clear to most of us that 
people are disturbed. They don’t 
like our national financial situa- 
tion, they don’t like the position 
of investors in common stocks, 
they don’t like the way the poli- 
ticians are handling our economy, 
they don’t like the Russian situa- 
tion, our foreign policy, the Ko- 
rean war, the labor unrest, the 
high prices on many common 
stocks, and the shrinking purchas- 
ing power of the dollar. They 
don’t like what they read and 
hear each day in the news. They 
want a plan that will give them 
some “peace of mind.” These are 
the investors I am discussing—not 
the board room squatters who 
know all the answers, and who 
think that everyone else is just 
too dumb to advise them on any- 
thing. 

Yes, it is a difficult time, and 
a business that is demanding. But 
just because people do realize the 
importance of their financial 
status, and they know how hard 
it is to make any more money if 
they lose what they have now, 
there is an opportunity for any 
man who can go out and tell them 
that he knows these things too. 
Not only must you understand the 
problems but you must provide 
the answer. And keep reselling 
that answer after you have it 
sold, over and over again. That 
is the only way that I believe 
that confidence can be established 
and maintained. 


Roy Sundell Joins 
Julien Collins & Co. 


Roy B. Sundell 


CHICAGO, Ill.—Roy B. Sundelt 
has become associated with Julien 
Collins & Company, 105 South La 
Salle Street, members of the Mid- 
west Stock Exchange, in the Trad- 
ing Department. He was formerly 
corporate trader for Greenebaum 
Investment Co. and prior thereto 
was in the Trading Department 
of Thomas E. King & Co. 


Stoetzer, Faulkner 
Join Bennet, Smith 


DETROIT, Mich. — Robert R. 
Stoetzer, George L. Faulkner and 
Percy P. Newman will be admitted 
to general partnership and William 
C. Martin to limited partnership 
in Bennett, Smith & Co., Pen- 
obscot Building, members of the 
New York and Detroit Stock Ex- 
changes, on April 4th, All are 
partners in Stoetzer, Faulkner & 
Co. 


Joins du Pont Staff 

(Special to THe Financia, CHRONICLE) 

MIAMI BEACH, Fla.—A Fred- 
erick Rodewald has become affil- 
iated with Francis I. du Pont & 
Co., 2809 Collins Avenue. He was 
formerly with Oakes & Co. and 
J. A. Rayvis Co., Inc. In the past 
he was with Blair F. Claybaugh 
& Co. 
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ADVERTISEMENT 


SOUTHERN RAILWAY COMPANY : 


Fifty-Eighth Annual Report for the Year Ended December 31, 1951 


Richmond, Va., March 25, 1952. 
To the Stockholders of 


SOUTHERN RAILWAY COMPANY: 


The Board of Directors submits the following report of 
the affairs of the Company for the year ended Decem- 
ber 31, 1951, which is the annual report it is contem- 
plated formally to present to the stockholders of the 
Company at the annual meeting due to be held on May 
20, 1952. 

Foreword 


In spite of the largest gross revenues of any year in its 
history, the Company’s net income, after taxes and fixed 
charges, in 1951 was less by $3,500,000 than in 1950. 
Every effort has been made to minimize expense by 
carrying forward the Company’s program of moderniz- 
ing yards and terminals, Dieselization of power and 
maintenance mechanization. 


The disappointing result, however, was the inevitable 
product of higher wages and more costly materials, the 
disastrous “lag” in getting compensatory freight rate re- 
lief, as well as the impact of the higher Federal cor- 
porate income tax rates. 


Ways must, and will, be found to combat and defeat 
these serious deterrents to efficient management; and 
the Company again pledges itself to strive in every way 
in its power to keep itself strong to serve the develop- 
ing industrial and agricultural South. 

That the Company is indeed fortunate and priv- 
ileged to serve this dynamic territory and its Southern 
people is the bright word of hope in looking forward to 
1952 and the long future. 


I 


The Year 1951—Operating Statistics 


The Revenues from Operation of the railroad in 1951 
were $262,289.208, the largest gross revenues in the 
Company’s history. This was an increase of $22,382,816, 
or 9.33%, over the gross revenues of the previous year, 
and was derived from an increase in both freight and 
passenger volume, and slightly increased freight rates as 
compared with 1950. 


The volume of business handled in 1951 and the re- 
ceipts therefrom, as compared with 1950, were: 


1951 1950 
Freight moved (tons) 64,973,796 60,582,010 
Average distance moved (miles )- 214.66 215.10 
Ton miles 13,947,550,525 13,031,314,554 
Average revenue per ton mile 1.585¢ 1.550¢ 
Total freight revenue $221,124,004 $201,940,658 
Number of passengers 3,143,063 3,183,960 
Average journey (miles) 234.72 197.51 
Passenger miles 737,728,454 628,857,092 
Average revenue per passenger mile 2.672¢ 2.609¢ 


Total passenger revenue $16,407,976 


Although the vitality of American industry and its 
contribution to the defense preparation of the country 
are demonstrated in the increase of volume shown in 
the figures set out above, the Company regrets that the 
resulting “net” was not as substantial as in 1950, for 
despite every effort to operate as efficiently as possible, 
expenses ran considerably higher due to the factors 
enumerated in this Report. 

As contrasted with the increase of $22,382,816, or 
9.33%, in gross Revenues from Operation in 1951 as com- 
pared with 1950, Total Operating Expenses increased by 
$23,406,061, or 13.89%, as compared with the previous 
year. 


Comparing the results of 1951 with those of 1944, to 
illustrate with the year most nearly comparable in gross 
revenues (for which year 1944 the Company’s gross 
amounted to $260,978,000, as compared with gross of 
$262,289,000 in 1951), points up the drastic increase in 
the cost of doing business. 

For even in the costly “war year” of 1944, the aggre- 
gate expenditures for Maintenance of Way, Maintenance 
of Equipment and Transportation Expense, the three 
largest categories of Operating Expenses, amounted to 
$146.506,000, a then new high, while in 1951, when the 
Company had less than $1,400,000 additional “intake,” 
those same three items of cost had increased to the phe- 
nomenal amount of $176,703,000, or by 
$30,000 900. 


more than 


Despite these discouraging increases in the basis of 
expense, the Cost of Transportation, which is the ratio 
of Transportation Expense to Operating Revenues, was 
held to 34.59¢ out of the operating dollar, as compared 
with 34.24¢ in 1950, and 38.35¢ in 1949, again reflecting 
the results of the Company’s continuing program of 
terminal modernization and Dieselization. 

The Operating Ratio, however, which f the percentage 
relationship of total Operating Expenses to Operating 
Revenues, showed the result of the inflationary basis of 
cost in its increase in 1951 to 73.19¢ out of the operating 
dollar. as compared with 70.26¢ in 1950, still, however, 
a satisfactory comparison with the 78.22¢ Operating 
Ratio of 1949. 


Railway Tax Accruals amounted to a new post-war 
high figure of $35,848,244, an increase of $709,750, or 


2.02%, as compared with the already high accrual of 
1950. 


The Company’s Tax Accruals for 1951 were equivalent 
to approximately $1,086 for each employee of the Com- 
pany and to nearly $28 per share of Common Stock. 


Net Railway Operating Income (what is left out of 
Operating Revenues after deducting all Operating Ex- 
penses, Taxes, and Equipment and Joint Facility Rents) 
amounted for 1951 to $27,947,212, a decrease of $3,986,147, 
or 12.48%, from the corresponding figure for 1950. This 
emphasizes the facts stated above to the effect that the 
cost of doing business and taxes in the year under dis- 
cussion “ate up” all of the increase in Operating Reve- 
nues, and consumed nearly $4,000,000 in addition. 


It is interesting also to note from the figures just 
stated that, before the Company could bring down the 
sum of $27,947,000, as its “net” for its corporate needs 
and the owners’ return, the government, as tax gatherer, 
took out of the Company’s resources the sum of $35,848,- 
000, or $7,901,000 more than what was left after taxes. 

The comparable ratios of thé several subdivisions of 
Operating Expenses, Taxes, and Equipment and Joint 


Facility Rents, expressed in the number of cents out of 
each dollar of revenue, were as follows: 


1951 1950 
Transportation 34.59¢ 34.34¢ 
Maintenance of Way 13.95¢ 12.71¢ 
Maintenance of Equipment 18.83¢ 17.58¢ 
Traffic Expense 1.84¢ 1.74¢ 
Genera] Expense 2.99¢ 2.97¢ 
Incidenta] Expense 0.99¢ 0.92¢ 

Totals 73.19¢ 70.26¢ 
Taxes 13.67¢ 14.65¢ 
Equipment and Joint Pacility Rents 2.49¢ 1.78¢ 
Grand Totals 89.35¢ 86.69¢ 


After Operating Expenses, Taxes, and Equipment and 
Joint Facility Rents, there was left for fixed charges and 
other corporate needs and for the stockholders, 10.65¢ 


out of each dollar of the year’s revenue, as compared 
with 13.31¢ in 1950. 


Net Income 


Net Income (after taxes and charges) amounted to 
$18,856,597, as compared with $22,400,042 for 1950. 


Fixed charges were covered 2.49 times in 
compared with 2.74 times in 1950. 


After a dividend of 5% on the Preferred Stock, the 
balance of Net Income in 1951 was equivalent to $12.21 


per share on the Common Stock, as compared with $14.94 
per share in 1950. 


1951, as 


Dividends 


Dividends of 5% on the Preferred Stock were con- 
tinued, and there was paid on the Common Stock, out 
of the surplus net earnings for the year 1950, an aggre- 
gate of $4.00 per share, at the rate of $1.00 per share 
quarterly in March, June, September and December, 
1951, as compared with the total of $3.00 per share paid 
in 1950. 

A dividend of $1.00 per share on the Common Stock 
was paid on March 15, 1952, out of the surplus net 
earnings of 1951, after setting aside therefrom dividends 
of 5% on the Preferred Stock. 


Operations 


During 1951 substantial progress in the installations of 
mechanical aids to lessen uneconomical ways of doing 
business continued, which, together with the acquisition 
by the Company, of 100 new Diesel locomotives, resulted 
in retarding the costly effect of increases in the basis 
of the cost of labor and materials. 

The major improvements in the Company’s Inman 
Yard in Atlanta were completed, as was also the 
mechanization of the Company’s John Sevier Yard at 
Knoxville, Tennessee. 


The Ernest Norris Yard at Birmingham, Alabama. 
which is the new and modern economical car-retarder 


hump yard under construction by the Company’s af- 
filiate, The Alabama Great Southern Railroad Company, 
was more than half way to completion at the end of 
1951, and promises to all Southern Railway System Co) 
panies the economies and efficiencies predicted 
year’s Report. 


in last 


Great progress has also been made in the construction 
of new freight facilities by the Company’s affiliate, the 
New Orleans and Northeastern Railroad Company, in its 
Press Street Yard at New Orleans. Louisiana. 

Although additional new rail is needed and there are 
too many freight cars in bad order. generally the physical 
condition of the property is geod. There remain many 
items of needed capital improvement which should be 
made when adequate surplus funds are available, such 
as improvements to yards, bridge renewals, Communica- 
tion Department projects, and Electrical Department 
projects. 


The program of taking off unprofitable passenger 
trains continued, an estimated annual saving of nearly 


$200,000 from such efforts having been effected during 
the year 1951. 


This arduous program of the System to reduce cost 
through taking off unnecessary and unprofitable passen- 
ger trains, which was inaugurated, to its fullest extent, 
in January, 1947, had resulted at the end of the year 
1951 in effecting the discontinuance of passenger trains 
having total runs of more than 5,500 miles, at an esti- 
mated aggregate saving in expense in excess of $1,000,- 
000 a year. 

Labor Difficulties 

Although the United States Army seizure, effected 
August 27, 1950, continued, the year 1951 was replete 
with labor difficulties for the Company. 


Interruptions of Service 


A work stoppage caused by some of the train service 
employees marking off “sick” in large numbers at 
several points in the country and on the System’s lines 
started on January 31, 1951, and continued in a sporadie 
fashion through February 10, 1951. 


On that date the Assistant Secretary of the Army 
issued General Order No. 2 which provided for a forty- 
eight hour period for employees to report for work when 
called or be dismissed from service with loss of ail 
seniority rights, unless the employee proved himself to 
have been physically incapacitated. 

This order also provided for certain wage increases for 
all train service employees, the estimated payroll cost 
of which to the Company was $1,714,682 per year. 


Final Wage Settlements 


The request of October 25, 1950, of the non-operating 
employees for increases in wages was settled, effective 
February 1, 1951, by an increase of 12'%¢ per hour, with 
an estimated payroll cost of $5,708,550 per year. This 
settlement also contained a cost-of-living provision pro- 
ducing an additional increase of 7¢ per hour for an esti- 
mated payroll cost of $3,196,788 per year. 


Settlement was also made with the trainmen on May 
25, 1951, of their proposal served on the carriers March 
15, 1949, and the carriers’ proposals served on the train- 
men for rule changes. The settlement provided for in- 
creased rates of pay and also contained a cost-of-living 


provision producing a total estimated additional payroiJ 
cost of $2,720,940 per year. 


Settlements were also effected during the year with 
other less numerous classes of employees, at an aggregate 
estimated annual increased payroll cost of $562,500. 

However, the notices for increases in wages served by 
the engineers, firemen and conductors in 1949, and the 
carriers’ request for certain rule changes, continued 
under discussion during the entire year of 1951. 


Increases in Rates, Fares and Mail Pay 

In the proceeding known as Ex Parte 175, being th 
railroads’ application for a general freight rate increas 
of 15%, filed January 16, 1951, the Interstate Commer: 
Commission granted an interim increase of 2% in Sout»- 
ern territory and between that territory and others, 
effective April 4, 1951. This interim relief was effective 
through August 27, 1951, and produced estimated in- 
creased interstate freight revenues to the Company of 
$1,601,000. The interim increase was absorbed in a subse- 
quent increase of 6%, similarly applicable, effective 
August 28, 1951 (subject to expire on February 28, 1953), 
which produced to the Company an estimated additional 
increased interstate freight revenue to December 3], 
1951, of $3,785,000, the increased rates thus producing 
an estimated increase in gross freight revenue to the 
Company, for the period for which effective, of $5,386,000. 

Ex Parte 175 is still pending and the railroads con- 
tinue to seek the full 15% increase originally requested, 
without an expiration date, less the 6% already granted 
in the South and West (the increases granted to this date 
having been 9% in the East). If the Commission grarts 
the balance of 9% sought, it is estimated that the Corm- 
pany’s freight revenues on an annual basis will be in- 
creased by $19,235,000. 


oo © 


Increases in intrastate revenues were granted by some 
of the various states in which the Company operates. 

An additional increase in mail pay rates, under a 
further order of the Interstate Commerce Commission, 
became effective for the entire year 1951, having been 
granted retroactively in part, and produced for the Corm- 
pany during the year an estimated increase in mail pay 
of $2,485,648. 

Effective November 1, 


1951, the Interstate Commerce 
Commission authorized a 


10% increase in basic pes- 
senger fares in Southern territory, estimated to increese 


the Company's Revenues by $1,900,000 
nually. 


Passenger en- 
New Rail 
During 1951 there were laid 26,779 tons of new rail, 
as compared with 18.557 tons laid in 1950. 
The Company has ordered, subject to allotment, 33,000 
tons of new rail for the year 1952. 


New Equipment 
During 1951, the Company received and put into serv- 
(except 236 thereof, 


ice (a) 2.000 all-steel box 


cars 
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delivery of which was delayed until] January, 1952), and 
(b) 100 units of Diesel power (except three units which 
were delivered in January, 1952), the aggregate cost 
being approximately $26,800,000, oi which $26,578,200 
was financed by means ol Conditional Sale Agreements, 
payable in quarterly installments running over a period 
of 15 years, at an average interest rate of approximately 
2.952%, with no down payment; and (c) 18 70-ton 
covered hopper cars at a cost ol $109,200, which were 
paid for in cash. 

In addition, the Company ordered 300 -70-ton all- 
steel hopper cars, at an aggregate cost of approximately 
$1,819,500, and financed the cost, to the extent of ap- 
proximately 77% thereof, by means of a Conditional 
Sale Agreement providing for payments In quarterly 
installments over a period of 8 years at an interest rate 
of 2.875%. these cars having been delivered during Janu- 
ary and February, 1952. 

As of January 1, 1952, the Company had on order (a) 
19 all-steel box cars at an aggregate cost of approxi- 
mately $101.800, which were delivered during January, 
1952, ‘and paid for in cash, and (b) 49 units of Diesel - 
electric power for delivery in early 1952, the estimated 
cost of which is $7,500,000, which cost is being financed, 
as to approximately 78% thereof, by means of a 15-year 
Equipment Trust. . 

Including the locomotives just referred to, and 51 units 
on order for one of the System affiliates, the Company, 
its affiliates and its subsidiaries have in service or on 
order 847 units of Diesel-electric power. 

As of December 31, 1951, the Diesel freight units in 
service were handling 92.35% of the System’s gross ton 
miles, and Diesel-electric locomotives were moving 
86.12% of the System’s passenger-car miles. 


Use in 1951 of the Company’s Financial Resources 

In addition to meeting all of its current expenses and 
fixed payments, the Company paid from its Treasury, 
during the year, the following conspicuous items: 

(1) For capital improvements to the property, $8,419,- 
611 for Road and Structures and $11,967,896 for Equip- 
ment, an aggregate of $20,387,507 for the year, as com- 
pared with $20,310,257 so expended in 1950; 


(2) For dividends, $8,192,800 being an increase of 
$1,298,200 over the corresponding amount so paid in 
1950; 


(3) For acquisition and cancellation of $4,216,000 prin- 
cipal amount of the Company’s Development and Gen- 
eral Mortgage Bonds, $4,298,273; and 


(4) For the acquisition of certain telegraph wires and 
equipment of the Western Union Telegraph Company, 
due to the expiration of a long term contract with that 
company for telegraph service, $625,000. 


The Company had left on December 31, 1951: (a) 
Investments in United States Government securities in 
the principal amount of $24,218,000, held in reserve for 
the acquisition of debt or reduction of maturing obliga- 
tions, subject to further order of the Board of Directors, 
and (b) cash of $28,883,227.05, as shown in the balance 
sheet, the latter being reducible by items which were 
not cleared through the banks at the close of business 
for the year. 


Funded Debt and Fixed Charges 


The table of funded debt at the end of 1951 showed 
the following comparison with 1950: 


Dec. 31, 1951 
$175,878,500! 
44,958,600? 
67,960,160 


Dec. 31, 1950 

$192,568,500 
44,958,600" 
48,907,440 


Funded Debt 
Laaesenelad Estates ..........-... 
Equipment Trust Obligations__.._ 





Totals _$288,797,260 $286,434,540 


1 Does not include $12,474,000 of the Company’s St. Louis Division 


Bonds which were acquired by a subsidiary of the company as of 
January 1, 1951. 


2Includes $9,716,000 of Bonds acquired by the Company or its sub- 
sidiaries since January 1, 1940. 


% Includes $9,570,000 of Bonds acquired by the Company or its sub- 
Sidiaries since January 1, 1940. 





It may be interesting to recollect that for the year 
ended December 31, 1939, when the Company’s entire 
gross revenues were only $99,154,000, as compared with 
$262,289,000 in 1951, its long term funded debt, excluding 
equipment obligations, at that year end amounted to 
$268,541,200, as compared with the amount of $175,878,- 
500, shown above. 





The Company’s net fixed charges, on an annual basis, 
as defined by the Interstate Commerce Commission, less 
income from securities of its leasehold estates owned by 


the Company, were approximately $11,900,000 at Decem- 
ber 31, 1951. 


Reduction of Long Term Debt 


In the Report for the year 1950 there was mentioned 
the reduction by the Company and its System affiliates 
during the period 1937 to 1950, inclusive, of long term 
debt in the aggregate amount of over $120,000,000. 


The program of reducing debt continued in 1951 
through the acquisition and cancellation of $4,216,000 
principal amount of the Company’s Development and 
General Mortgage Bonds due in 1956, reducing the aggre- 
gate of this issue from $111,333,000 outstanding on Jan- 
uary 1, 1940, to $65,579,000 principal amount outstand- 
ing on December 31, 1951, a reduction, prior to the 
maturity of this issue, of 41% thereof. 


SOUTHERN RAILWAY (Continued) 


The Company’s subsidiary, the New Orleans Terminal 
Company, which had outstanding as of December 3], 
1950, $14,000,000 principal amount of First Mortgage 4% 
3onds due July 1, 1953, guaranteed as to principal and 
interest by the Company, had, as stated in the 1950 
Report, acquired and cancelled, as of the date of that 
teport, $1,789,000 principal amount of the issue. The 
program of reducing the issue continued, and during the 
remainder of 1951 the Terminal Company acquired and 
cancelled $722,000 additional Bonds, leaving at December 
31. 1951, $11,489,000 principal amount outstanding, in- 
cluding $50,000 of such Bonds held in the Southern’s 
Treasury unpledged. 

The New Orleans and Northeastern Railroad Company, 
one of the Company’s system affiliates, retired, from its 
own Treasury funds, its entire funded debt of $7,195,000 
at its maturity on January 1, 1952. 


Federal Tax Liability for Past Years 

The protest and counterclaim to the claims for addi- 
tional federal income and excess profits taxes from the 
Company for the period 1941-1946, inclusive, have not 
yet been filed. However, definite progress has been made 
and the protest and counterclaim will be filed at an early 
date. It is not practicable at this time to forecast any 
settlement that may be effected. 

The Company does not expect to pay any excess profits 
tax either for 1951 or 1952. 

The trend of an increasing burden on the Company 
for state taxes continues. 


The “Reparation” Cases 

In last year’s Report, reference was made to a series 
of complaints pending before the Interstate Commerce 
Commission in which the United States assails as unrea- 
sonable the freight charges paid by it during World 
War Il. Hearings on these complaints have been con- 
cluded and briefs are being filed with the Commission. 
It now appears doubtful whether a final decision can be 
reached before 1953. 

The complaint assailing the rates on bauxite ore dur- 
ing a period subsequent to World War II, to which 
reference also was made in last year’s Report, has been 
argued before the Commission and a final decision is 
expected in the near future. 


Divisions 


Reference has been made in preceding Reports to the 
pending controversy before the Interstate Commerce 
Commission involving divisions of inter-territorial rates 
between the North, on the one hand, and the South and 
Southwest, on the other. In a proposed report recently 
released, the presiding Examiners have recommended 
the adoption of a basis of divisions which, if made effec- 
tive, would reduce the gross revenues of the Company 
approximately $3,250,000 annually. Strong exceptions to 
this recommendation are now being prepared and the 
issues will be argued before the Commission this Spring 
or early Summer. It is thought that a final decision will 
be rendered by the Commission in the Fall. 


Il. 
Industrial and Agricultural Development 


New Plants 


During the year there were 146 new traffic-producing 
plants located at points served by Southern Railway 
System. The expansion of existing industries, as well 
as modernization and plant improvement programs, con- 
tinued. There were 110 additions made to existing plants 
as compared with 107 such additions during the previous 
year. Also, there were established during the year 38 
new distribution warehouses, the purpose of which is to 
draw in carload traffic from other territories for subse- 
quent sale throughout the South. 


Production of primary aluminum began December 11, 
1951, at the new aluminum plant of the Kaiser Aluminum 
& Chemical Corporation, built on a tract of 280 acres on 
a subsidiary’s line at Chalmette, near New Orleans, 
Louisiana, which will have an ultimate. capacity of 200,- 


000 tons of aluminum per annum. When completed, this 
plant will have cost $150 million. 


The new Appliance Park of General Electric Company, 
now under construction on the Company’s line a few 
miles east of Louisville, Kentucky, is expected to cost 
around $225 million. It is anticipated that the first unit. 
being built at a cost of $14 million, will go into operation 
in May, 1952. When complete, probably in 1956 or 1957, 
this entire development produce about 300 carloads 


of rail traffic per day, in and out, and employ a total 
of 16,900 workers. 


The discovery of salt on the Company’s lines in South 
Alabama is beginning to prove its far-reaching industrial 
potentiality. 

Mathieson Chemical Corporation has under construc- 
tion on the Company’s line at McIntosh, just north of 
Mobile, Alabama, a chemical plant to manufacture 


chlorine and other products from this salt. It is reported 
this project will cost in excess of $10 million. 


The establishment of additional plants to manufacture 


ates chemicals in the same area is under considera- 
ion. 


_ Also, estimated to cost more than $10 million, there 
iS a new rayon manufacturing plant being built by 
Courtaulds, Ltd., on a 650-acre site in Alabama, also on 
the Company’s Mobile Division, some of the raw ma- 
terials of which are manufactured from salt. 
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Three 
broken 


miles north 
in July, 1951, 
million steam-electric power 
Power Company. The initial capacity will be 250,000 
kilowatts in two generating units. The first unit is 
expected to be in operation late in 1953 and the second 
in 1954. 


Ground has 


of the rayon 
for the 


plant, ground was 
erection of a new $30 
plant by the Alabama 


been broken for a 
missiles plant of approximately 
of floor space on a site of 100 acres of land on the 
Company’s lines in East Tennessee. A division of the 
same company has acquired property adjacent to the 
Company’s lines in East Durham, North Carolina. Each 
of these plants will employ about 1,500 workers. 

Construction of a new $15 million plant to manufac- 
ture anti-tank and anti-aircraft guns, containing ap- 
proximately 200,000 square feet of floor space, to be 
served by System lines in Tennessee, is well under way. 
This plant will give employment to 750 people. 

Furthering the diversification of industry in the South 
is a plant being built on a 20-acre site on the Company’s 
lines in Alabama to produce formaldehyde, urea resins, 
phenol resins, catalysts, and other materials to serve the 
plywood, furniture and paper industries in the Southern 
states. 


multi-million dollar 
350,000 square feet 


Likewise, a new plant on the System's lines in Ken- 
tucky, employing 550 people in the manufacture of bulbs 
and tubing for electric lights, is adding to the South’s 
diversification program. 

A new plant in South Carolina, containing about 175,- 
000 square feet of floor space on a 124-acre tract of land, 
will give employment to 200 people initially in the 
manufacture of fiberglas. 

A $6 million electronic tube plant under construction 
on a tract of 90 acres of land on the Mobile Division of 
the Company at Oxford, Alabama, containing about 
300,000 square feet, is additional evidence of the South’s 
increasing industrialization. When completed, it is ex- 
pected this plant will employ 2,000 workers. 


Reported under construction last year, the new $20 
million cellophane plant at Pisgah Forest, Transylvania 
County, North Carolina, commenced production in the 
middle of the year. This plant has a rated capacity of 
approximately 37 million pounds of cellophane per year. 


Steel 


The South’s iron and steel-making capacity is increas- 
ing. An estimated 650 gross tons of pig iron per day will 
be produced at a new blast furnace put in operation 
during the year. The expansion program of one industry, 
entailing many millions, will boost its ingot capacity by 
500,000 tons; another company expects to place 30 addi- 
tional coke ovens in operation early in 1952, at a cost 
of $2 million. The first phase of a multi-million dollar 
expansion was begun when ground was broken in At- 
lanta in August, 1951, for the erection of an electric 


furnace with a capacity of 100,000 tons of the highest 
grade steel. 


Power 


Power companies throughout the South continue the 
expansion of their facilities. The first unit of a new 
steam-electric generating plant at Goldsboro, North 
Carolina, which will make available 550 million kilo- 
watt hours a year in Eastern North Carolina, went into 
operation during the year, and construction of a second 
unit was started. Expansion of a steam-electric gener- 
ating plant on the Company’s lines in North Carolina to 
cost more than $30 million, has been announced, which 
will increase its capacity by 250,000 kilowatts, and make 
it one of the largest steam power plants in the country. 


Another company plans to spend more than $100 mil- 
lion in the years 1951 through 1953 to raise its generating 
capacity one and one-half times the pre-World War II 
level; a $45 million plant is scheduled for early con- 
struction in South Carolina; a new 50,000 kilowatt steam- 
electric generator has been installed in a power plant 
in South Carolina; $17 million is the reported cost of a 
plant in Virginia, and construction is under way on a 
$20 million 200,000 kilowatt steam-electric generating 
plant on the Company’s lines west of Rome, Georgia. 
Mention has already been made of the power plant being 
built on the Company’s lines north of Mowbiie, Alabama. 
Site for a $47 million steam-electric generating plant has 
been selected by the Tennessee Valley Authority at 
Pride, Alabama, on the Memphis Division of the Com- 
pany, and work has been started by TVA on a $102 
million steam plant site near Kingston. ‘Tennessee. 


In this connection, TVA’s annual repe®t for the fiscal 
year ended June 30, 1951, said it is turning more and 
more to steam plants to meet power demands beyond 
its hydro-electric capacity, and that steam plants in 1954 
will account for nearly half its total capacHy, compared 
with less than 14% as of June 30, 1951. 


Pulp and Paper 
The South now produces 60% of the total yearly U. S. 
cut of pulpwood, and also leads all other regions in mill 
capacity needed to convert the raw wood into pulp. The 
South’s 1950 pulpwood cut hit an all-time high of 12,- 
500,000 cords, thus topping by at least a million cords 


the previous record year of 1948. Total U. S. cut in 1950 
was 21 million cords. 


Work has begun at a site on the Company’s lines in 
northwest Georgia for the construction of a paper con- 
tainer board mill to cost around $30 million. When in 
operation this plant will employ 650 men and women 











ADVERTISEMENT 


SOUTHERN RAILWAY (Concluded) 


and use some 350,000 cords of pulpwood annually, the 
procurement of which will furnish employment for 
1,200 persons. 


Toward the end of the year, construction was started 
on a $25 million pulp and paper mill to be served by 
the Company at a point in South Georgia. When com- 
pleted it will produce 500 tons daily of kraft pulp board 
and paper, and will employ 1,000 persons directly and 
many more indirectly. 

The $10 million expanded facilities of a paper mill at 
Hudson, Florida, went into operation in December, 
doubling its capacity and providing employment for 600 
additional workers. The addition of a new paper ma- 
chine and the installation of equipment for the manu- 
facture of semi-chemical pulp through the use of gum 
woods, expected to be completed in 1953, has been an- 
nounced by one company, and a $50 million expansion 
program during the next few years has been announced 
by another paper company. 


Textiles 


Despite many uncertainties during the year, the cotton 
textile industry continued to be an important segment 
of the South’s economy. At the close of 1951 there were 
18,679,000 cotton spindles in place in the cotton growing 
states constituting 80.7% of the cotton-spinning machin- 
ery in place in the United States. Cotton consumption in 
the Southern states in 1951 amounted to 9,131,471 bales, 
or 90.9% of the total consumption of cotton for the 
country. 


Synthetic Fibers 


The South's role in synthetic fiber production may be 
as striking as the region’s progress in cotton textile 
activity. This industry is expected to increase its annual 
production some 600 million pounds in the next ten 
years and most of this activity will be concentrated in 
the Southern states. 


Agriculture and Livestock 

Farmers in the territory served by the Company had 
a good year in 1951. The slow revolution that has been 
under way in Southern farm practices has continued. 
Farm mechanization is bringing about an increase in the 
size of individual farms. Tractor ownership in the South 
increased by 161.1% in the 1940-1948 period, compared 
with an increase of 101% for the country as a whole; 
improved cultivation and fertilizer practices result in 
higher yields per acre, and crop diversification is add- 
ing new sources of farm income. 

The trend toward grassland farming has continued 
and there is every indication that the Southeast will 
eventually develop into a major livestock-producing 
area. During the five-year period 1945-1950, the cattle 
population in ten Southeastern states increased by l,- 
667,041 head and the number of hogs by 1,625,844 head. 
There has also been an outstanding improvement in the 
quality of the animals produced. 





The Company is thus justified in its confidence in the 
developing South. 

Mr. Ernest E. Norris, who has been the inspiring Pres- 
ident of the Company since October 21, 1937, retired, at 
his own request, from active management of the Com- 
pany, effective December 31, 1951, and was elected 
Chairman of the Board of Directors, effective January 1, 
1952. 

Conclusion 

Personnel and things change as time goes on; prin- 
ciples are eternal. 

In all the previous fifty-eight years of its corporate 
existence, the Company’s major policies have not varied 
and experience has confirmed their worth for each suc- 
cessive new Management. Repeated in their simplest 
form, they are: 

To develop the territory and to foster faith in the 
South, its people and its opportunities. 

To furnish safe, economical and adequate railroad 
transportation in the territory where the “Southern 
Serves the South.” 

To treat fairly and kindly the men and women 
whose work keeps the railroad going. 

To pay a fair return to the owners of the property. 
With this steadfast faith, and these principles, the 

Company confidently approaches the future years. 





The Management is proud and happy to continue to 
be associated and to work with the men and women who 
carry on the effort of the Company to serve the South, 
and who have so earnestly striven to make that effort 
productive. 





Respectfully submitted, by order of the Board, 


HARRY A. DE BUTTS, 
President. 
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SOUTHERN RAILWAY COMPANY 
Financial Results for the Year 


In 1951 In 1950 
The Company received from freight, passenger 


and miscellaneous operations a total rev- 


enue of --- abtienidedaeits sccscnonanne GOR SER.SR7 6630.906,908 
The cost of maintaining the property and of 
operating the railroad was_.............. 191,964,025 168,557,964 





Leaving a balance from railroad operations of $70,325,182 $71,348,428 
Federal, state and local taxes required_____- 35,848,244 35,138,494 





LS SS en ee ee $34,476,938 $36,209,934 
The Company paid to other companies for 

hire of equipment and use of joint facilities 

in excess of the amount received by it from 

those sources 6,529,726 4,276,575 


Leaving an income from railway operations of $27,947,212 $31,933,359 
Other income derived from investments in 
stocks and bonds and miscellaneous items 
ee ee Ee Ie aN 3,905,985 3,548,495 


Making a total income of_........______--_ $31,853,197 $35,481,854 
Interest on funded debt and equipment trust 

obligations, rents paid for leased railroads 

and miscellaneous deductions totaled____- 12,996,600 13,081,812 


Resulting in a net income of_....._._______ $18,856,597 


$22,400,042 


Financial Position at the End of the Year 


On On 
December December Increase or 
31, 1951 31, 1950 Decrease 


The Company had investments in 
land, railroad tracks, terminal 
facilities, shops, locomotives, 
freight and passenger cars and 
other fixed property of. .... $689,850,162 $664,002,778 $25,847,384 

Less: Depreciation, amortization, 
donations and grants, and ac- 
quisition adjustment -_...... 123,908,392 117,993,546 


5,914,846 


$565,941,770 $546,009,232 $19,932,538 
In addition the Company had in- 


vestments in stocks, bonds and 
notes of affiliated companies 
and other investments carried 





at . ai . emibdeniaiaciabumes 75,991,256 75,204,048 787,208 
Unexpended balance contracted 

for under Conditional Sales 

Agreements dated April 2, 1951, 

and October 1, 1951, to be dis- 

bursed upon delivery and ac- 

ceptance of equipment____-_-_-~ 4,861,950 inauniniiiie 4,861,950 





Total Investments _....--- $646,794,976 $621,213,280 $25,581,696 


The Company had cash and spe- — 
cial deposits amounting to 

And temporary investments in 
U. S. Government Securities. 

Other railroad companies and 


$31,760,089 $22,128,513 $9,631,576 
24,198,596 31,205,381 7,006,785 


others owed the Company 23,238,104 22,902,613 


WwW 
WwW 
uw 
> 
= 


The Company had on hand fuel, 
rails, ties, bridge material and 
other upplies mecessary for 
keeping road and equipment in 
good order 20,511,840 17,101,611 3,410,229 

Deferred assets and unadjusted 
debit including items owed to 
but not yet available to the 
Company 4,409,944 


6,865,956 2,456,012 


The Assets of the Company totaled $750,913,549 $721,417,354 $29,496,195 


The Company owed for mate- 

rials, supplies, wages and bal- 

ances to other railroad com- 

panies, and interest, dividends 

and rents accrued but not yet 

due $39,690,307 $39,102,386 
Taxes accrued but not due 36,162,824 34,812,493 
Operating reserves 3,224,699 3,467,164 
Depreciation of rcad and equip- 

ment leased from other Com- 

panies 4,600,960 
Deferred liabilities, including 

items due to others, but not 

yet adjusted anim invanlociannbind 14,246,444 11,387,107 


The total of these liabilities, 


credits and reserves was. $97,925,234 $93,024,362 


After deducting these items from 
the total assets there remained, 
for the capitalization of the 
Company, net assets of $652,988,315 $628,392,992 

The capitalization of the Com- 

pany consisted of the fol- 
lowing 


Funded Debt, including bonds, 

equipment trust obligations, 

etc. . $256,312,660 $241,475,940 
Preferred Stock 60,000,000 60,000,000 
Common Stock 129,820,000 129,820,000 


Making a total capitalization of $446,132,660 $431,295,940 $14,836,7: 


After deducting this capitaliza- 
tion from net assets there re- 
mained a surplus, largely in- 
vested in the property, of-_._._. $206,855,655 $197,097 
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Electronic Computers Seen 
As Inflation Study Aid 


Dr. Samuel Lubkin, President of Electronic Com- 
puter Corporation, says use of high-speed electronic 
computers may solve intricate problems for Office 
of Price Stabilization, Federal Reserve Board, 
Bureau of Budget and other agencies in getting quick 
and right answers regarding inflation problems. 


While in attendance at the convention of the Institute 
of Radio Engineers in New York City, Dr. Samuel Lub- 
kin, President of the Electronic Computer Corp., stated 
that use could be made of high-speed electronic com- 
puters to solve the complicated eco- 
nomics of inflation as well as the 
intricate bookkeeping problems of 
Federal, state and local governments. 
Dr. Lubkin, formerly consultant to 
the National Bureau of Standards on 
computer design and construction, 
declared that the use of computers 
by businessmen, scientists and en- 
gineers “is limited only by their im- 
agination” and added that “there is 
no reason why computers can not 
also be used by economists, both in 
and out of government, to solve the 
complex economic problems facing 
the country today.” 

“Computer engineers are now 
solving tougher and more compli- 
cated ones,” Dr. Lubkin pointed out. “Inflation,” he said, 
“has been dealt with on the basis of intuition and judg- 
ment, as well as politics. The problem should be reduced 
to quantities that can be measured and then analyzed 
mathematically by means of modern high-speed elec- 
tronic digital computers.” 


Although many plans to halt the inflationary spiral 
have been proposed by such impartial and highly re- 
spected research organizations as the Committee for 
Economic Development, all of them, Dr. Lubkin added, 
are necessarily based in the last analysis on “what people 
think.” 


“I am not implying that people should stop thinking or 
that computers will be able to do all our thinking for 
us,” Dr. Lubkin said. “I am simply saying that govern- 
ment agencies like the Federal Reserve Board, the U. S. 
Treasury, the Bureau of the Budget and the Office of 
Price Stabilization should use every means at their dis- 
posal to try to get the right answers. Electronic com- 
puters are now solving in a few hours or days problems 
that formerly took years of tedious computations. Cer- 
tainly these agencies, together with the President’s 
Council of Economic Advisers and the Joint Committee 
on the Economic Report of Congress, should start a study 
at once to determine the part that modern computers 
can play in solving the inflation problem.’ He added 
that he was sure that the Association for Computing 
Machinery would be glad to sit down with government 
officials to explore the possibilities. 

The Electronic Computer Corporation unveiled at the 
show a model of their first low-cost, fully automatic, 
general-purpose, digital.computer, the “Elecom 100.” 
This machine, according to Dr. Lubkin, is designed spe- 
cificaily for the use of industrial research laboratories 
in the solution of problems of aerodynamics, metallurgy, 
optics, etc. He asserted that it was the first practical 
machine of its type to appear on the market at a price 
within the reach of a large number of industrial users. 
The machine sells for $60,000 and the company is work- 
ing on “several” orders, Dr. Lubkin said. 





Dr. Samuel Lubkin 


We Hope He Is Right! 


“T have faith that that mighty bulwark to rep- 
resentative government—the civic conscience— 
will shortly assert itself under the processes 
established by the Constitution and that the 
people will thus rechart the nation’s course. 


“Let a leadership then emerge with the vision 
and moral courage to discard the dogma of polit- 
ical precedent which seeks to be all things to all 
people—a leadership firmly resolved to restore 
political morality; regain thrift and frugality as 
the cornerstone to national stability and prog- 
ress; reestablish the diffusion of the political 
power; shore up the sagging beams of our free 
institutions; revitalize the battered remnants of 
our personal freedoms; reorient foreign policy to 
reality and reason, arid renew a devotion to God 
and the religious base upon which our country 
was erected.” — General of the Army Douzlas 
MacArthur. 


We gather that the General has hopes that 
some real progress will be made at the polls in 
November. 

We can only add our hope that he is right. 
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Canadian 





Citing the “profuse comment,” 
Ociginating both within and with- 
out Canadian borders, “of undi- 
luted and unrestrained optimism” 
regarding the country’s economic 
future, the March 24 issue of “Bus- 
iness Review” of the Bank of 
Montreal contains a brief but as- 
tonishing statistical review of 
Canada’s economic and industrial 
progress in the last 12 years, the 
period of war and postwar econ- 
omy. 

During the last 12 years. accord- 
ing to the Bank of Montreal, Can- 
ada has quadrupled the value of 
her national output, increased new 
capital investments sixfold, devel- 
oped one of the world’s strongest 
currencies, and taken her place in 
the non-Communist world’s eco- 
nomic center of gravity. 

During this period, also, personal 
<isposable income tripled, the 
Standard of living rose 40%, and 
since 1946, due to six successive 
budgetary surpluses, Canada’s 
funded debt has been reduced by 
$2,000,000,000 or 11'2%. 

“The most striking feature of 
the investment growth from $765,- 
700,000 in 1939 to $4,641,000,000 in 
1951 has been the concentration in 
dynamic new industries, processes 
and resources,’ says the special 
review. As a result, substantial 
gains have been made in many 
fields and productive capacity for 
«rude petroleum is projected to 
increase threefold and that of iron 
ore fivefold between 1950 and 
1955, the bank said. 

After eliminating the inflation- 
acy factor, the statistical study 
reveals that the 1951 national out- 
put of $21,217,000,000 still repre- 
sents a growth of 90% in real 
terms during the 12-year period. 
Most of this represents a greater 
output per employed person since 
the working force of 5,414,000 in 
1951 was only 30% larger than 
1939. “This relatively moderate 
yise serves to emphasize that in 
ene of its basic resources—popula- 
tion —Canada is far from ade- 
guately supplied.” 

An important industrial devel- 
opment noted by the Bank, is that 
Canadian production of primary 
steel has enlarged by 130% over 
this period, Output of motor ve- 
hicles and refined petroleum has 
tripled. Pulp and paper produc- 
tion has doubled, and the chemical 
industry expanded by 80%. One 
of the important consequences of 
this rapid industrialization is a 
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noteworthy shift in the ratio of 
industrial worker to farmer from 
one to one in 1939 to more than 
two to one last year. However, 
although farm employment has 
fallen by one-quarter, agricultural 
output has increased, it is noted. 
A noteworthy factor in the eco- 
nomic progress of Canada in the 
last decade has been the discovery 
and development of important new 
resources of iron ore, titanium, 
uranium, precious metals, and oil. 
This development has attracted 
enough foreign capital to finance 
a deficit in external trade and 
build exchange reserves. In con- 
sequence, the Canadian dollar was 
set free to find its own level in 
September, 1951 and “is now one 
of the strongest of currencies.” 


The Commercial and Financial Chronicle . 


First Boston Elects 
Four to Posts 


The Board of Directors of The 
First Boston Corporation, 100 
Broadway, New York City, has 
elected Brainerd H. Whitbeck and 


B. H. Whitbeck Emil J. Pattberg 


The bank emphasizes, however, ~ 


that the “country’s dependence on 
export markets has changed little.” 


The overriding importance of a | 


few export commodities continues, 
and there has been an increased 
concentration of markets. 
United States received 59% of 
Canada’s exports in 1951, while 
the United Kingdom’s share was 
only 16%, a sharp fall from the 
40% it took in prewar days. 

So far as inflationary pressures 
are concerned, the Review con- 
cludes, the permanence of Can- 
ada’s current price stability is an 
open question, with the defense 
program building up and the 
Canadian consumer still eager 
to improve his living standards. 
Even the government’s six annual 
budget surpluses have been pro- 
duced by a level of taxation which 
has also contributed to upward 
price and wage pressures, the bank 
notes. 


Halsey, Stuart Group 
Offers Consol. Ed. Bds. 


Halsey, Stuart & Co. Inc. and 
associates on March 26 offered 
$50,000,000 Consolidated Edison 
Co. of New York, Inc. first and 
refunding mortgage bonds, 3%% 
series H, due March 1, 1982 at 
102.384% and accrued interest. 
The group won award of the 
bonds at competitive sale on 
March 25 on its bid of 101.769%. 

Of the proceeds from the sale 
of these bonds, $31,000,000 will be 
applied to the payment of the 
company’s short-term bank loans, 
issued in connection with inter- 
im financing of its construction 
program. The balance will be 
used to reimburse the company’s 
treasury, in part, for expenditures 
made in connection with the con- 
struction program. 

Regular redemption of the 
bonds may be made at prices 
ranging downward from 105.39% 
to par, and special redemption 
prices run from 102.39% to par. 

Consolidated Edison Co. of 
New York supplies electric serv- 
ice in the Boroughs of Manhat- 
tan, Bronx, Brooklyn and Queens 
excepting the fifth ward (Rock- 
away District), all in the City of 
New York, and in Westchester 
County excepting the northeast- 
ern portions thereof; and gas 
service in the Boroughs of Man- 
hattan and The Bronx, in the 
First and Third Wards of Queens 
and in the more populous parts 
of Westchester County. Staten 
Island Edison Corp., a subsidiary, 
supplies electricity in the Borough 
of Richmond, and New York 
Steam Corp., a subsidiary, sup- 
plies steam service in a part 
of the Borough of Manhattan. 


The _- 


George L. Perin Jonn A. Day 


Emil J. Pattberg, Jr., members of 
the corporation’s executive com- 
mittee and named George L. 
Perin and John A. Day as Vice- 
Presidents. 

Messrs. Whitbeck and Pattberg 
have been associated with First 
Boston for more than 20 years. 
Both are Vice-Presidents and Di- 
rectors, Mr. Whitbeck being in 
charge of the municipal bond de- 
partment and Mr. Pattberg man- 
ager of the U. S. Government 
securities department. 

Mr. Perin, who joined First 
Boston in 1929, has been an As- 
sistant Vice-President since 1944 
and has been in charge of vublic 
utility research since 1936. Mr. 
Day, with First Boston since 1926, 
has been western representative 
of the buying department since 
1946, in the Chicago office. Pre- 
viously he had been associated 
with First Boston offices in Bos- 
ton and Cleveland. 


Ralph Owen Pres. 
Of Equitable Secs. 


NASHVILLE, Tenn. — Ralph 
Owen has been elected President 
of Equitable Securities Corpora- 
tion, 322 Union Street. Mr Owen 
succeeds the late Brownlee O. 


Currey. 

Before joining Equitable Secu- 
rities on its formation in 1930, Mr. 
Owen was associated with the 
First American National Bank of 
Nashville —then the Fourth and 
First National Bank. 


Philadelphia - Baltimore 
Exchange Appoints 


PHILADELPHIA Pa.—At a 
meeting of the Board of Govern- 
ors of the Philadelphia-Baltimore 
Stock Exchange, the following of- 
ficers were appointed to serve for 
the ensuing year: 

Vice-President: George E. 
Nehrbas, Parrish & Co. 

Treasurer: Samuel K. Phillips, 
Samuel K. Phillips & Co. 

Secretary: Charles L. Wilson. 

Trustees (for three year terms): 
C. Sewall Clark, E. W. Clark Co.: 
and Edward Hopkinson, Jr., 
Drexel & Co. 
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Public Utility Securities 


Pacific Lighting Corp. 


Pacific Lighting Corporation is the largest of the natural gas 
retailing systems. The two utility subsidiaries had 1,542,000 meters 
at the end of 1950, exceeding by 200,000 the next largest system, 
that of Consolidated Edison. In point of revenues, however, Pacific 
Lighting ranks below the two largest “integrated” gas systems, 
Columbia Gas and Consolidated Natural Gas. 

System revenues in 1951 were $124 million as compared with 
$64 million in 1945 and $45 million in 1940—indicating the sys- 
tem’s rapid growth, paralleling that of the “growth” _electric 
utilities. The system serves an area with a population of 5,800,000 
covering most of southern California, including the City of Los 
Angeles. However, in part of the area (San Diego, Long Beach, 
etc.) gas is supplied at wholesale to other compamies, which retail 
it. 

The system has been built up through acquisition and merger 
of over. sixty companies, over a long historical period. In earlier 
years some of these companies produced and sold manufactured 
gas, but now Pacific Lighting serves only natural gas. The system 
now consists of the holding company Pacific Lighting, two gas 
utility subsidiaries (Southern California Gas and Southern Coun- 
ties Gas), and Pacific Lighting Gas Supply Company, a small non- 
utility company with moderate production, an underground stor- 
age system and about 35 billion cubic feet of recoverable gas. 
Pacific Lighting owns all the common stock of the three subsid- 
iaries (Southern California Gas preferred stock has voting power, 
however, so that the parent company’s overall control is 74% ). Net 
plant of the three subsidiaries was about as follows at the end 
of 1950: 


} 




















Southern California Gas- 
Southern Counties Gas-_-_-_-- 
Pacific Lighting Gas Supply 


_... $187,000,000 
60,000,000 
11,000,000 


The territory comprises rich agricultural areas, important oil- 
producing districts, and the motion picture industry. Most of the 
homes in the region use gas heat, and the domestic and commer- 
cial divisions accounted for 70% of 1950 revenues. 


All out-of-state natural gas requirements are purchased under 
long-term contracts. In 1950, the system obtained 51% of its gas 
requirements from the El Paso Natural Gas pipe line at an aver- 
age cost of 14.35c per mcf, and 49% from California producers. 
The higher cost of California gas brought average gas purchase 
costs for the year to 16.25c per mcf. The El Paso contract calls for 
daily deliveries of up to 405 million cf. 


Following is the capital structure at the end of 1951: 
Millions 

. $81 

Ss 


22 


Percent 


Bonds — So. Calif. Gas 


So. Counties Gas $117 40% 


Preferred Stocks — So. Calif. Gas 


Pacific Ltg. 62 22 


Common Stock Equity 111 38 





Total __- $290 100°% 


Formerly there were ample gas reserves in the State of Cali- 
fornit, but since 1949 with the rapid increase in sales and the 
declining California reserves, it has been necessary to bring gas 
from western Texas, New Mexico, etc., through the El] Paso Nat- 
ural Gas pipe-lines. The additional purchases from El Paso in 1951 
made a larger volume of gas available for interruptible industrial 
customers. 

Pacific Lighting has paid common stock dividends since 1908, 
with a $3 rate since 1938. Share earnings has been as follows: 

1961... ._. $3.36 1944 ---- $3.31 
1950 _ 5.88 1943 3.21 
1949 2.86 1942 3.51 
1948 3.96 1941 3.35 
1947 4.86 1940 3.13 
1946 4.84 1939 3.60 
1945 3.02 1938 __ : 4.18 

The system has encountered increasing difficulties with rising 
costs in 1951-52. Late in 1951 Southern California’s cost of gas was 
increased about $4 million per annum, and a $2 million wage in- 
crease was granted, while taxes were considerably higher. El Paso 
expects to file application with the FPC for another increase 
shortly after May 1, which would further increase system costs. 


In October 1950 Southern California Gas obtained a rate in- 
creas of $6.2 million out of $11 million rquested. The company in 
1951 requested a $16 million rate increase, but because of antici- 
pated delays asked the state commission for a $9-$10 million 
interim increase to help with the $30,000,000 current bond financ- 
ing; the commission recently granted somewhat less than $5 mil- 
lion (about 5% increase). Southern Counties Gas asked for a 
rehearing on a request for a $3.4 million rate increase, but this has 
been denied by the Commission and it is understood that the com- 
pany is contemplating an appeal to the courts! 

Temporarily, therefore, systern earnings are in a condition of 
flux due to changing costs and rates. The stock is currently selling 
on the NYSE around 52 to yield about 5.8%. 





Form Taylor International 

WASHINGTON, D. C.—George 
K. Taylor has formed Taylor In- 
ternational Co. with offices at 910 
17th Street, N. W. to engage in 
the securities business. Mr. Tay- 
lor was previously with First In- 
vestors Corporation. 


Grover O’ Neill Co. Formed 

Grover O'Neill has formed 
Grover O'Neill & Co. with offices 
at 20 Exchange Place, New York 
City, to engage in a_ securities 
business. In the past Mr. O'Neill 
conducted his own investment 
firm in New York. 











Volume 175 Number 5102. 


Farmer? 


Lewyer? 


Merchant? 


.. The Commercial and Financial Chronicle 


In 1852...7 out of 10 babies grew up to be farmers. In 1952...it is less 


than 2 out of 10. Mechanized farming has led the way to this change! 





Here’s your strong and husky young American, 
1952 style. 

He’s a trifle young to worry much about his 
future. But, when the time for picking a job 
comes along, he can thank mechanized farming 
for his greatly broadened freedom of choice. 

Fact is, farm machines have given all of us a 
greater choice in the kind of work we do. Once, 
nearly all Americans were farmers. Today, less 
than two out of ten of us are needed to provide 
our nation’s food. 

That’s where International Harvester comes 


in. For 120 years our business has been the 


development of mechanized farm equipment. 
Three-fourths of all products we manufacture 
today are used in rural areas. They help farmers 
produce more, in less time, with less effort. And 
they make farm life itself more satisfying and 
rewarding than ever before. 

Mechanized farming—using products such as 
Harvester builds—has led the way in making us 
the best-fed, best-clothed nation in the world. 
Last year, 29 per cent more food and fiber were 
produced than in 1941. That’s quite a record... 
especially since there were 4 million fewer peo- 
ple on farms in 1951 than ten years ago. 


(1295) 23 


Yes ...as fewer of us are needed on farms— 
more of us can choose other vocations essentia’ 
to our national well-being. 

Young Americans today can still be farmer 

. and better farmers than ever before. Bu 
they can also be doctors, lawyers, merchants 
chiefs 
theirs. 


whatever they wish. The choice is 


That’s a big and vital contribution of mecha- 
nized farming. 


—— 


INTERNATIONAL 
HARVESTER 


Builders of products that pay for themselves in use... 


Chicago 1, 
Illinois 


International Trucks * McCormick Farm Equipment and Farmall Tractors 
Crewler Tractors and Power Units * Refrigerators and Freezers 
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By H. E. 


——SSEEEEE 





JOHNSON -orocOcOCOCOccCc— 





This Week—lInsurance Stocks 


The Insurance Company of North America has recently pub- 
lished its 160th annual report covering operations for the year 


ended Dec. 31, 1951. 


It is one of the most interesting and informative reports pre- 
pared by any company in the fire or casualty insurance field. Not 
only does it give a clear and detailed explanation of the operating 
experience of the Insurance Company of North America but, be- 
cause the company is one of the largest units in the industry, it 
also contributes to a general understanding of underwriting opera- 


tions and problems of last year. 


Concerning operations of Insurance Company of North Amer- 
ica for 1951, the results are relatively favorable compared with 
those of other companies in the industry. 

While the casualty subsidiary, in common with other similar 
companies, sustained an underwriting loss, it was comparatively 
small under the conditions which prevailed. Other underwriting 


lines showed lower profits. 


The final consolidated underwriting 


result was a gain of $1,978,585, as compared with $8,446,122 in 1950. 


Investment earnings were higher and 


with lower Federal 


taxes, the decline in net operating income was less than indicated 
by the drop in underwriting results. 


The operating record of 1951 


, compared with that of the pre- 


vious year taken from the annual report, is shown below: 


Underwriting— 
Premiums written 
Incr. in unearned prem. res. 


203,504,885 


1951 1950 
$ $ 
176,393,914 
15,263,793 


Incr. or Decr. 


$ 
27,110,971 


18,564,506 3,300,713 





Premiums earned 1 


Claims & claim exps. incurr. 
Expenses and taxes incurred 


106,337,016 


84,940,379 161,130,121 


83,479,925 
69,204,074 


23,810,258 


22,857,091 


76,624,778 7,420,704 





Tot. claims & exps. incurr. 
Statutory undwtg. profit 


Financial— 
Interest, divs. & rents earned 
Profit or loss on securs. sold 


182,961,794 


152,683,999 
8.446.122 


30,277,795 
—3,467,537 


1,978,585 


16,190,220 
225,301 


14,949,898 
212,807 


1,240,322 
12,494 





Investment income 


Gross operating income 
Federal income tax accrued___ 


16,415,521 


18,394,106 
3'315,000 


15,162,705 


23,608,827 
5,533,556 


_ 1,252,816 


—5,214,721 
—2'218'556 





Net operating income 


One of the interesting points brought out in the 


15,079,106 18,075,271 —2,996,166 


report and 


one which needs to be emphasized at this particular time because 
of the unsatisfactory underwriting results, is that insurance com- 
pany results must be judged in cycles rather than by a particular 


year. ‘ 
This point is illustrated in 


the tabulation presented in the 


annual report showing the underwriting results of the past five 


years. 


Year— Premiums 


Earned 
$112,112,889 
142,279,847 
151,556,644 
161,130,121 
184,940,379 


1950__-____- 
ll cnnncnece 


Average $150,403 ,976 


The fluctuations in statutory 
Because of a time lag between 


Statutory 
Underwriting 
Profit or Loss 


—$8,812,595 
6,648,054 
17,511,911 
8,446,122 
1,978,585 


Percentage 
of Profit to 
Premiums 


4.67% 
11.55 
5.24 
1.07 
$5,154,415 3.42% 
underwriting results are evident. 
adjustments in rates as well as 


changes in costs, it takes time to bring underwriting factors into 


proper balance. Over a 


period of 


years, however, the results 


average out and permit a profit of around 5%. 


Investment results for 
different pattern. 


the 


past five years show a much 


Income has expanded steadily, reflecting the 


growth of the business and improved returns on invested funds. 
The investment income for the different years has been as follows: 


1951—-$16.4 million: 


1950—$15.2 million; 
1948—-$10.4 million and 1947—$9.3 million. 


1949—$12.2 million; 


Other significant details revealed in the annual report of the 
Insurance Company of North America include a departmental 
review of the different lines of insurance handled by the company. 
Also, additional financial and investment information, including a 


discussion of investment policies 
presented. 
stockholder. 
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followed during the past year is 


It is an excellent report from the standpoint of the 


Joins Barret, Fitch 


(Special to THe FINANCIAL CHRONICLE) 


KANSAS CITY, Mo.—Charles 
L. Merker has joined the staff of 
Barret, Fitch & Co., Inc., 1004 
Baltimore Avenue, members of 
the Midwest Stock Exchange. He 


was previously with A. H. Bennett 
& Co. 


Two With Waddell Reed 


(Special to THe FInancriaL CHRONICLE) 


KANSAS CITY, Mo. — William 
Cowan and Joseph L. Milton have 
joined the staff of Waddell & 
Reed, Inc., 1012 Baltimore Ave. 
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Continued from page 3 


Some Aspects of 
Europe’s Bankruptcy 


I am not particularly enthusiastic 
about some of our own popular 
commentators, but after being 
over there two and one-half 
months, I must say I missed them. 
At least they create a stir of in- 
terest. 

Visualize this situation, where 
average people do not know any- 
thing much of what is happening 
in the world, are so “provincial’’ 
that they are not interested in 
anything much but their own 
national and local affairs. The 
picture they get is that of an 
enormous United States, over- 
whelming in power, industrially, 
militarily and financially and in 
every way, and having such 
armed forces and such diplomats 
as we have. (They even think 
we have wonderful diplomats.) 
But with all that power and 
wealth, America (they think) is 
so petty as to withhold a few 
more billions from poor Europe. 

Incidentally, Mr. Acheson must 
be a very unhappy man these 
days. I understand he is not too 
popular in the United States, but 
up until recently he was at least 
popular in Europe. Not any 
longer. Now they think he 
changes his mind too fast. He be- 
came pro-Chiang Kai-shek. He is 
for arming Formosa. He is for 
continuing the war in Korea in- 
stead of giving it up and walk- 
ing out. He is not willing to rec- 
ognize Red China, which he was 
willing to do not so long ago. And 
he pushes Germany’s rearma- 
ment down the European throats 
—including the unwilling German 
throats. 

But these are merely a few 
introductory remarks to convey 
something of the psychological 
atmosphere. There is one more 
psychological element in the pic- 
ture. 


Apathy of Europeans 


There is very little interest in 
Europe even in basic problems 
of their own countries. Europe 
is in the greatest financial crisis 
of its history. There never was 
such a financial crisis in Western 
Europe’s history. But the papers 
barely mention it; the public 
doesn't care. The general atti- 
tude, in England and even on the 
Continent, is, “We have been in 
a crisis for 30 years. This is not 
the last one. There will be an- 
other crisis.” 

The crisis centers in Great Bri- 
tain. The Sterling Area—of which 
London is the center, and which 
includes the whole British Em- 
pire except Canada, and a few 
countries outside the British Em- 
pire, mostly former members of 
it, like Burma and Ireland—with 
600,000,000 population, the second 
largest raw material and indus- 
trial area of the world, runs a 
deficit in relation to virtually 
every country of the world. The 
pound sterling is today, in a 
sense, the world’s softest currency, 
disregarding, of course, the Iron 
Curtain countries. 

In six months’ time, the Ster- 
ling area lost some 40% of its 
gold and dollar reserves, about 
$1,600,000,000. It lost most of its 
credit line in the European Pay- 
ments Union. It is not heading 
for bankruptcy, but as a British 
financial expert put it: the Ster- 
ling area is bankrupt. 


If the word bankruptcy has any 
meaning for a nation, when can 
it be applied if not when a nation 
is verging on the situation of 
not being able to feed its own 


population, or to provide raw 
materials for its own industry? 
That is the situation in Britain 
and in the Sterling Area today, 
and similarly in France. What 


has brought about such a change 
since the middle of 1951? 

The British like to point out 
that their “terms of trade” turned 
unfavorable: import prices rise 
faster than export prices. That 
is true; the chickens of devalua- 
tion are coming home to roost. 
But the same is true of Holland, 
Denmark, Germany, and their 
external position has improved. 

The British claim that the Amer- 
ican consumer began last spring to 
buy less European goods, which 
is, they say, the cause of the 
trouble. 

In reality, 1951 was almost a 
record year of American imports. 

They point out as a further 
reason that the American govern- 
ment is not behaving well: it 
does not buy enough raw materi- 
als in Malaya and elsewhere, and 
does not pay sufficiently high 
prices for them. It stopped stock- 
piling them. 

In reality, stockpiling did not 
stop at all. It is merely stretched 
in time. The government does not 
ask for immediate delivery. And, 
incidentally, there will be deliv- 
ery in the course of 1952, which 
may have some effect on com- 
modity prices. The funny part 
of it all is that rather less than 
a year ago, the same Europeans 
were complaining that we were 
ruining them by raising prices 
sky-high through our reckless 
stockpiling policies. Now, we 
either stockpile too fast or too 
slow. I do not know when we do 
it right. 


Reasons for Europe’s Plight 


The real reasons for Europe’s 
plight are entirely different. The 
present financial catastrophe of 
Western Europe, the third and 
worst since the war, coincides 
with the highest level of produc- 
tion in European history. The 
more they produce, it seems, the 
more bankrupt they are. Em- 
ployment? It could not be higher. 
There is no unemployment, dis- 
regarding Germany and _ Italy. 
They call it themselves “over- 
full employment.” 

Production indices move rapidly 
upward, exports are rising, but 
imports rise even more. Where 
is the source of the trouble? It 
is hard to put one’s finger on a 
single explanation. Let me point 
out a couple of details which 
throw light on the reason why 
Europe is in such trouble—a sit- 
uation which may become much 
worse and which should be of 
some interest to Americans who 
might be called upon, sooner or 
later to pay taxes, or run deficits, 
in order to take care of it. 

Take, for example, this little 
item: Europe currently imports 
coal from the United States at the 
annual rate of $800,000,000 or so— 
literally, “coal to Newcastle.” 
Britain alone is supposed to have 
enough coal for 200 years at an 
annual rate substantially higher 
than her current production of 
coal. 


True, coal is not produced so 
cheaply in Europe as in the United 
States, but wages are not so high, 
either. British wages are one- 
half, Continental wages, outside 
of Sweden and Switzerland, one- 
quarter or so of the American 
equivalent. Therefore, even dis- 
regarding the cost of transporta- 
tion, European coal is fully com- 
petitive in Europe, but it is not 
forthcoming. 


It is only 40,000,000 tons a year 
that matters. That is the differ- 
ence between Britain’s coal pro- 
duction in 1913 and her output 
in 1951. Why not produce 40,000,- 
000 tons more? There are fewer 
coal miners, true. They have dis- 
missed a lot of inefficient ones, 


and those who remain should be 
more efficient. With the aid of 
the Marshall Plan, some $150,000,- 
000 worth of fresh equipment was 
put into the British coal mines. 
Why do they produce less than 
before? 

Well, the coal miners will not 
work on Saturday. The coal 
miners want this thing and the 
other thing. There is a 9% daily 
absenteeism in the pits, certainly 
helped by socialized medicine 
which promotes the taking of 
leaves of absence. There are di- 
verse factors at play, all of which 
could be corrected in a very short 
time. 

The radical solution would be to 
import Italian labor. But, they 
say, the British social climate is 
not fit for the importation of for- 
eign labor. Well, it is just too 
bad for the British social climate. 
Must we give the British—or, 
rather, Europe — $800,000,000 a 
year (as we actually do) because 
their social climate is not fit for 
immigration? Couldn't we change 
that social climate? 

In other words, I am not argu- 
ing about helping Europe. I am 
arguing about giving money away 
with no strings attached. I would 
not give a cent to the British un- 
less they raise their coal produc- 
tion by 40,000,000 tons a year. 
Then there would not be any coal 
problem in Europe, even if France 
and Germany would not simul- 
taneously raise their output. In 
France, by the way, coal produc- 
tion is up 15% above the pre-war 
level, and they could use some 
Italian miners, too. In Germany, 
the trouble is that the Ruhr does 
not have enough housing. They 
have excess miners whom they 
cannot employ because the miners 
have to sleep at night, and there 
is no place to put them. That can 
be solved, too, and in a year’s 
time Europe would have ample 
coal supplies, lower coal prices, 
and a lot less trouble. This is a 
very important item in itself. 

Let me show you another item 
in the picture—how these things 
work out when government enters 
international finance without 
knowing anything about it. 

Europe’s best railroad system is 
probably the French railroad. By 
European standards, mind you, it 
is near perfect. After the war, it 
came out pretty much destroyed. 
The bridges were blown up, tun- 
nels damaged, terminals in bad 
condition; the equipment stolen or 
rundown and obsolete. 

All that has been rebuilt in five 
or six years’ time (though without 
the palatial super-terminals built 
in Italy). Needless to say, the 
Marshall Plan played a substantial 
role in that process. Today, the 
41,000 kilometers — about 27,000 
miles—of railroad in metropolitan 
France are just about the best 
Europe can show. The system is 
partly electrified, and has been 
making a lot of technological 
progress. 

Ninteen fifty-one was a year 
of greatest traffic on the French 
railroads, and the year of greatest 
deficit. The more traffic, the more 
deficit. Why? As a layman, I had 
the impression that the manage- 
ment is excellent. It is a govern- 
ment-owned railroad. entirely, 
but autonomously managed by a 
group of men who appear to be 
very competent. 

After the war, there was terrific 
“featherbedding” in the French 
railroad. Every hero of the Re- 
sistance who was no good for 
anything else but to be a hero, 
was put on the railroad. 

That was one source of trouble. 
Then came the Marshall Plan. 
What the Marshall Plan did was 
to help to rebuild all of the 41,000 
kilometers, and what goes with 
them, including all the equipment 
needed to run them. But there is 
not enough traffic for all that. 
The French railroad system was 
built up in the 19th Century, and 
you can imagine that in the mean- 
time some changes in traffic oc- 
curred. Some lines which were 
important 75 years ago, have 
ceased to be important. But it 
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was all rebuilt, all equipped, and have to help them, because, first Will Europe Go Bolshevist? 
the railroads run again. Run on of all, “they are the only market The last reason, of course. is Wishful Communists—would turn 
time, too! we would have. Where else would “what would we do without Eu- Bolshevist because of shortages of 

Thereby vested interests were We sell our surpluses?” We would rope in the face of the Russian °¢ thing or another, or of every- 
built up, too. Try to take away have to dig up new markets if danger?” They say we need Eu- thing. The European Communists 
the railroad sideline from some We Wanted money for our prod- yope as allies, otherwise we would themselves are the last ones who 


village in Brittany, its daily ucts. “If Europe goes bankrupt, pe faced with Russia single- Want to be Sovietized. Commu- 
nism in Western Europe does not 


: : sill sre is é t for American }, 
freight train and passenger train, there is no marke | handed. oO. about one thing or another, but 
which carry practically nothing, Acageane at Pa The Re age Interestingly, nobody brings up ™ean Bolshevism of the Stalim jjoct of them are not really Bol- 
and the deputy in the Chamber ©° "Ot Duy American high-grade the point we have heard so much ‘%°!t. shevists’i sci sense. 2 
put) rodiete F hat- reas ra a . shevists*in the Russian sense, and 
who represents that village will Pr° ucts. or that reason, we at th: “ The 35% of the vote in the ~. : : - 
WNO repres : a rould have t + Europe 2?0uUt. that unless we help Europe, ,,.):. aie Ae would not turn their countries 
protest. That is one reason why Woulc ave to suppor Zurope it will essence alles. aang Italian parliament, the 25% of the over to Stalin. In case of wer. ¥ 
the Pleven Government fell last with the one hand so that with go Bolshevist. ave come vote in the French parliament, the ° . r; 


Western Europe — except some the British parliament (who are 


not much better than the Commu- 
nists in France and Italy) do not 
yearn to become satellites of Stzlin. 
What they mean is social reform 
of a radical sort—anticapitalism, 
egalitarianism. They are bitter 





December: it tried to close down the other we can sell to Europe. to the conviction that no one in large following of Mr. Bevan in ' Continued on pags 26 
inefficient or uneconomical lines. ; —. _ ss - eS ae ag ee 
It cannot be done, once the vested 


interest had been created. 
If there had not been a Marshall 





Plan, the railroads could not have American-Marietta continues its prog- 

been rebuilt so well, and they ress through expansion of existing fa- 

ae po tag so much. in deficit cilities and by acquiring other sound "Fe 
In addition to the fantastic mal- and basic COmnpenes. Prominent wrea-< ° 

investment of capital which the those which have become identified with 

a Aye “se ~~ = official the American-Marietta family since 

relying on the renc officia arr ares ny cages Ba ' 

plarniners—a source of constant and 1940 are companies represented by -the- WORKING PROFIT NET PROFIT 

current deficit in the budget had trademarks below. YEAR NET SALES CAPITAL NET WORTH BEFORE TAXES AFTER TAXES 

been opened up. The deficit of the , 7. 

railroads amounted last year to 1951 66,458,313 16,720,800 22,014,977 6,742,054* 2,827,054 . 

about 120,000,000,000 francs. That 1950 44,100,903* 11,241,057 17,011,738 5,466,629" 3,101,625* 

is only some _ $350,000,000—pea- : é 

nuts for Washington—but it is an 1945 13,438,657 3,316,102 3,286,279 1,217,467 . 364,251 . 

important amount to the French PAINTS 1940 2,918,177 699,568 1,788,662 136,798 105,145 

budget of altogether $9,000,000,0U00. 





*Pro forma 
That is not the whole story. 








1942 1944 
What the Marshall Plan permitted : a 
to happen—surely, without direct anny ~~ yaaa — a 
responsibility of the men _ in ompany arnisn UO. 


CONDENSED CONSOLIDATED BALANCE SHEET 


charge, who did not mean it that 
way—was to create an easy-going 
atmosphere in Europe. The Eu- 
ropeans became convinced that 
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they could go ahead with their ASSETS LIABILITIES 
Welfare States: if anything went ; a a = 
wrong, the Americans would pay Current Assets ....... $26,175,338 Current Liabilities..... $ 9,454,578 
the deficit. The French railroads 1945 1946 Property, Plant & Long-Term Indebtedness 5,464,662 
are a case in point. - 0. P. W. Paints Charles R. Long, Jr. Equipment—Net ...... 10,940,199 es 

The French railroads have a Limited Company Sencindiitiensiie 1.220.532 Minority Interests. .... 2,023,166 
Genes apeeeee GCC reams, veep i ee ee ' : Net Worth........... 22.014.976 
employee has to retire at the ad- Other Assets......... 621,273 . all - : 
vanced age of 50. The result is Total Assets....... $38,957,342 Total Liabilities... . $38,957,342 
that today there is just about one 
pensioner, who is getting three- , 
quarters of his salary, to every COMMON SHARE EARNINGS....... $5.07 PREFERRED SHARE EARNINGS..... $56.54 
railroader who is working. That (excluding Class B) 
is another reason for the deficit. 1947 1949 
The railroad managers say that Berry Brothers, United Brick 
ten years hence there will be two Incorporated & Tile Co. 


y . > os . . . ° °O ae . . "CE“c 
pensioners for every man working. On November 30, 1951, American Marietta completed its 38th year of succes 

ful operations. Despite the load of higher taxes and rising costs, net prov.t 
during the year closely approached the total sales volume of a decade ago. The 
rapid acceleration of recent years reflects the Company’s accent on technicz] 


research, production efficiency, strong management and aggressive day-to-dey 


Can Europe Become Self- we 
Supporting? : 
Unless we can cut out all eco- 
nomic aid to Europe, or unless 
we make it clear that future aid 





Vy 


is forthcoming only with very 1950 1951 marketing opportunities. Those who know American-Marietta well expect 
specific strings attached, Europe The Master Builders India Paint & great achievements in the years ahead. 

will never become self-supporting. Compan Lacquer Co 

That does not mean mixing in pany q 2 


Europe’s internal affairs. It is 
merely the banker saying under 
what conditions he is willing to 
loan money. And it is not even 
loaning money—it is money given 
away. The more right we have 
to make terms which are in the 





Joins American- Marietta 


interests of the recipients, which 1951 1951 

»oY ‘ 4 . seific he fi - : —— 
do not mean any specific benefits _ Metals — The Arco The famous O-Codac Cocporstion of Chicage tas hetead 
to us, which means merely that Disintegrating Company den mmnans seamen of Gitiadian Anne 
we want their houses put in order. Company, Inc. . news . . © exp = ae : naan 


Several outstanding Britishers 
told me privately that they con- : ; p ; 
sider the Marshall Plan as one of While American-Marietta has enjoyed a 
the greatest disasters that ever 
befell England. Without the 


family. O-Cedar’s reputation for top quality polishe- 
waxes, mops and other housecleaning products is well 
established and favorably known from coast-to-coast. Since 
1908, more than 14 million advertising dollars have been 
invested in the O-Cedar trademark. 


steady and impressive growth through 





acquisitions, a sales increase of 433% 


American billions, this overdoing oo 
of the Welfare State never would has come from the development and 150 000 Retailers Display ore Sell = 
_ have occurred. It will be a paln- internal ex pansion of facilities existing pi / ra re Ste RO . 
ful process to correct it, but cor- in 1940 Revolutionary O-Cedar Housekeeping Helps! (# | 
‘ted 1} mus e. a 1S 1e P ; 
“deflation” on which the Church- O-Cedar Last vear more than 12 million O-Cedar branded 


ill government is embarking— 
very cautiously. 


SPONGE MOP housecleaning products moved from store shelves & 


into American homes. Now, backed by American- 


A COPY OF AMERICAN-MARIETTA’S 








It is very hard for Europeans Marietta, O-Cedar is destined to extend its leading | OP): lo } 
to understand that yi aid ANNUAL REPORT SENT ON REQUEST “e pa oe e a sales position in major markets everywhere. nr J ( 
will not be forthcoming forever. Address: Dept. R Don't Have to WRING! : , wae — 5 
I used to ask this question, “What Over 4'2 Million Bottles of Dri-Glo ‘., oe j 
are you going to do if no more Furniture Polish Seld Last Year! ; 3 
aid is provided?” The first re- , 


ee 


action is always to ridicule the 

question. “Such a thing cannot 
happen!”’, they say. “How could 
you do that? What wéoétiid you do 
with your surpluses? You would 
be swamped with your own pro- 
duction: you would not know 
what to do with it.” 


ARERICARN-MARIETTA COMPANY 


General Offices: American-Marietta Building, 101 East Ontario Street, Chicago 11, Illinois 
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That is quite typical, with the 
execption of the few Briteshers 
I referred to. On the Continent 
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there is just unanimity that we 
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Some Aspects of 


Europe’s Bankruptcy 


think most of them would fight 
just like the rest. Whether any- 
one in Europe would fight, is an- 
other question. 

As to what would happen in 
Europe if we do not help it — 
there would be a very serious 
crises, but I think it is a crisis 
that Europe needs. Britain shows 
right now, in a small way, that 
it took a crisis to make Britain 
try to adjust herself to the prob- 
lem raised by the specter of de- 
clining American subsidies. Give 
them time, and not too much aid, 
and they will adjust themselves. 


Vast Majority of Europeans Are 
Socialists 


Let me inject a word about 
Communism in Western Europe. 
The role of the Communist parties 
consists, in the first place, in 
being the most demagogic group. 
Where there is trouble, the Com- 
munists take it up. It does not 
have to be labor trouble. It can 
be discontent in the middle 
classes, among the farmers, or 
anything else. The Communists 
come in and say, “We will take 
care of your interests.” They are 
always for the underdog, even if 
the underdog does not need such 
care at all, and consequently, 
they are very popular. Their tech- 
nique is to come out for every- 
body’s interests against the gov- 
ernment; that brings votes. What 
is more, their strategy compels 
the moderate Socialist parties to 
go along. They cannot permit 
themselves to be wiped out by 
Communist demagoguery; they 
have to be demagogues them- 
selves. That has its influence on 
the middle-of-the-road parties, 
and even on those far to the right. 
In other words, the Communist 
influence goes in the direction of 
carrying everybody into the 
Socialist tidewater so as to com- 
pete for votes. That is one thing 
to remember. 


A second thing is that the vast 
majority of Europeans are Social- 
ists of one kind or another. The 
most surprising. experience for 
me, visiting the Continent for the 
third time since the war, is that 
while in many countries living 
standards have improved, thanks 
in part to the Marshall Plan, 
thanks especially to their own 
work (it is not true that they do 
not work), the Socialist tenden- 
cies have definitely stiffened. 


Most amazing is the German 
situation. The last time I was in 
Germany, in 1949, there was no 
visible radicalism; the Socialist 
party was very moderate in its 
social policies. It had lost the 
elections and was fighting for 
popular ground on nationalistic 
arguments; it was to be more 
patriotic than the Right. Today, 
the German Socialist party, sup- 
ported by the vast majority of 
factory and mining labor, is ex- 
tremely radical. In 1949, the Ger- 
man workers did not know if they 
had enough to eat the next day: 
they worried about shelter. To- 
day, when they have plenty to 
eat, and begin to have reasonable 
shelter, they are back to Social- 
ism. 


The Danger Zone 


It is not true that people go 
Communist because they are too 
poor. People who go radical are 
mostly people who are not doing 
too badly, but not too well, either. 
That is where the danger zone is. 

Take the neo-Nazi movement in 
“Germany. There is a neo-Nazi 
movement; but do not exaggerate 
about it. The interesting thing is 
that, small as it is, it centers in 
the Luneberg area in the province 


of Hanover. That is where the 
most well-to-do German farmers 
live, the horse-breeding farmers. 
They are the ones who have the 
leisure to play politics, and who 
are most dissatisfied with the sys- 
tem. It is the well-to-do farmer 
who goes Nazi—well-to-do, com- 
paratively speaking. He is not 
doing anywhere near what he did 
before, and what is more impor- 
tant he does not see any chance 
of improving his conditions un- 
der the social-political circum- 
stances, so he goes into politics 
in a radical way. 

That is what makes Europe 
radical—Left radical and Right 
radical. The two are brothers un- 
der the skin. It is not hunger or 
destitution, but lack of prospects 
in life that makes radicalism tick. 

The average European, the little 
man, has an existence, a prac- 
tically guaranteed job; he is pro- 
vided with food at artificially 
low prices. His home is very 
primitive, but the rent is ridicu- 
lously low. In Paris he may have 
a two-room apartment, if he is 
under rent control, for as little 
as $3 a month, but of course, with 
no plumbing except the kitchen 
sink, and the house might break 
down pretty soon. The same holds 
for England. 

There is security for old age, 
security against sickness, against 
maternity, against a head cold, 
against everything. Only one se- 
curity is missing — to get any- 
where in life, to improve one’s 
condition beyond earning the ab- 
solute necessities of life. 

That depressing condition—that 
no improvement of one’s stand- 
ards seems likely—explains why, 
in a country like France, in- 
habited by the most self-con- 
tained people of the Western 
World, presently, according to a 
recent official report, 25% of all 
adults are registered for emigra- 
tion. One out of every four 
Frenchmen wants to quit France. 
That is the most disturbing index 
of emotional trouble in Europe. 

But why is there no opportunity 
for the average person in Europe? 
There are a hundred reasons. If 
asked what is the most important 
one, my first reaction would be to 
say that taxes are the most dam- 
aging single factor. You think 
you are heavily taxed? Our sys- 
tem is mild compared to what 
Europe suffers. It is not just the 
tax rates that matter, it is the 
tax structure, and the way taxes 
are collected. 

In the United States 15% of 
Federal tax revenues come from 
indirect taxes. In Britain, it is a 
little over 50%; in France, 75%; 
in Italy, I think 85 or 90%. All 
of these are added to prices, so 
you can imagine what happens to 
prices. A white shirt costs about 
double in Europe what it costs in 
the United States. Of course, you 
do not have to wear a white shirt. 
But the point is that the average 
European can never afford it. 
Even if European prices are lower 
than the American equivalents, 
one must compare incomes. The 
average European income is be- 
tween one-half and one-fifth of 
the comparable American level, 
and the European has to pay for 
the same goods the same or a 
much higher price than the Amer- 
ican does. With a fraction of our 
worker’s income, the European 
counterpart has to pay 50 to 200% 
more for cigarettes, nylon hose, 
or almost any of the “amenities” 
of life. There is little consolation 
for the European in the fact that 
he pays less for housing and food, 
and it is not so terribly much less 
if yOu consider qualities, espe- 
cially the quality of the housing. 
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The lack of opportunity which the 
tax system alone creates is devas- 
tating. 

As a whole, compared to Amer- 
ica, Europe is a low-wage, high- 
price area. That is so, they say, 
because of their narrow markets. 
“You have the big market in the 
United States. There are no tar- 
iffs within your country, no bar- 
riers to trade.” Very true, indeed. 
But why do they cut each other's 
throats by such vicious trade bar- 
riers? They could abolish them, 
but they will not; instead, they 
try individually to solve the dol- 
lar shortage by strangulating the 
neighbor’s trade. 

The one model attempt to abol- 
ish trade barriers—the Belgian- 
Dutch Customs Union—went on 
the rocks after 742 years of long 
attempts to bring it into exist- 
ence. And the little progress 
through trade liberalization that 
the European Payments Union 
brought to them a year ago is over 
too. The British and the French 
try to relieve their financial cri- 
ses by cutting out imports from 
other European countries. The 
next thing will be that the Bel- 
gians, the Dutch, the Germans, 
and the Scandinavians, will be in 
a crisis, too. 

I could go through a whole list 
of additonial trouble sources, in- 
dividual ones for each individual 
country. For example, how to ex- 
plain that in Sweden, which is the 
richest European country, richer 
than Switzerland, in the current 
fiscal year there is a budget sur- 
plus of 1,800,000,000 kroner, about 
$350,000,000. At the same time, 
prices in a year’s time rose by 
about 20%, while world market 
prices went down about 7%. They 
combine a surplus in the budget 
with an inflation of prices. Their 
budget surplus is inflationary be- 
cause they take it out in taxes, 
which burden the price level, and 
spend the proceeds on all sorts of 
subsidies, Instead of taking money 
out of circulation, this technique 
actually waises prices in addition 
to stimulating credit expansion. 


What can you do in Italy, where 
there are two million people un- 
employed today, and two million 
others not employed more than 
half the year? That is a total of 
4 million out of 47 million popu- 
lation; it would be as if we had 
12 million people unemployed 
part time and full time. And 
barely 600,000 of those 4 million 
receive enough dole to provide a 
warm meal once a day. 


Also, 40% or so of Italy’s me- 
chanical industries, which include 
virtually all equipment producers, 
belong to the government; they 
are almost all running at a deficit, 
often not producing much of any- 
thing at that. 


The Core of the Problem 
Is Political 


The problems are cumulative, 
but by and large they are not in- 
solvable. If you ask the Europeans 
what they are going to do about 
them, they like to avoid going to 
the core of the problem. The core 
is political. There are too many 
votes in favor of pressure groups 
which are political taboo in every 
advanced Welfare State. Their 
answer is, therefore, that two al- 
ternatives are left to the Euro- 
peans. “Either you, Mr. America, 
keep on financing us, restart the 
Marshall Plan—let us be honest 
about it; this is not a temporary 
emergency (they say) but a per- 
manent one so far as One can see 
—or else, we will have to make a 
deal with Russia.” 

A deal with Russia? The Euro- 
peans argue that the Russians are 
so frightened by this time of 
America that they would be glad 
to make a deal. Who else but 
America can produce $65 billion 
worth of armaments in a year? 
Which country is not exposed to 
foreign invasion? There is only 
one such country in the world. 
With such a power, nobody wants 
to have trouble. And since he is 


arming to the teeth, and is of a 
very “excitable nature,” people 
are worried about him, not only 
the Soviets. 

Every indication is, according 
to Western European opinion, that 
the Russians would be only too 
happy to make a deal. It would 
have to be an overall deal. What 
Moscow wants is, of course, a lot. 
What the Europeans want is pri- 
marily less armaments. They want 
to have some; they would not rely 
on Soviet promises. Especially, 
the Americans should be prepared 
for any emergency. Europe is will- 
ing to give something, too, but it 
has to be a slower rate of arma- 
ment in view of its comparative 
poverty. 

What is more, the Europeans 
say, in effect, “If you, Mr. Amer- 
ica, are not going to foot the bill, 
then we have not only to cut ar- 
maments, but also to restore the 
East-West trade.” 

The British point out that their 
exports to Eastern Europe in 1938 
amounted to 35% of their total 
exports. In the case of France, 
they amounted to 18% of the 
total. By 1950, both were cut in 
half, and that does not include the 
China trade, nor the trade of the 
British colonies with China. About 
that they do not speak much be- 
cause those trades are still flour- 
ishing. But they are worried that 
they might not flourish much 
longer. 

The Germans had 36% of their 
exports going to Eastern Europe. 
Now it is 11%. Their reasoning is 
very simple: “Unless America 
covers the deficit in our balances 
of payment, we can sell all sorts 
of things to the Poles, Hungarians, 
etc., for which there is no market 
in the United States.” 


To the British, it is not only 
a question of their own exports to 
the East. It is far more than that. 
Unless it is possible to canalize 
German exports, which are rising 
throughout the Sterling Area and 
beyond, and Japanese exports 
which are knocking at the import 
doors, toward Eastern Europe and 
China, respectively, those two 
countries, with their low wages 
and high efficiency will swamp 
Britain’s own outlets, the British 
think. They are most anxious not 
to break off the remnants of the 
East-West trade, which is declin- 
ing constantly; they even want 
to induce the United States to 
permit its restoration. 


More East-West Trade 


That is what they expect from 
a deal with Russia —less arma- 
ment (or less increase in arma- 
ments) and more East-West trade, 
so that they do not have to rely 
so much (they do not mean to 
miss it altogether) on American 
aid. 

What do the Russians ask as a 
price? The Russian price is, in 
the first place, less aramament 
in the West, and especially no re- 
arming of Germany or Japan. All 
Europe would be happy about 
that. They do not want to rearm 
Germany, anyway. And the Ger- 
mans are the last ones who wish 
to rearm. The Germans would 
like to be great producers of 
armaments to be sold for dollars. 
But there is no fun any longer 
in playing soldiers; when one is 
no great power any more, one is 
at best a pawn in the power game 
between Russia and the United 
States. 


Furthermore, the Russians ex- 
pect us to stop our propaganda 
promising implicitly the liberation 
of Eastern Europe, of the satellite 
countries. It is quite apparent that 
in the satellite countries tre- 
mendous resistance exists against 
bolshevization; industrial produc- 
tion and even farm production 
are sabotaged. The satellite popu- 
lations expect any day an Ameri- 
can army to liberate them from 
the Russian yoke. We would have 
to make it clear that we do not 
intend to liberate them. It is not 
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a nice thing to do, but that is 
what we are supposed to do. 

We should close the Estonian 
Legation in Washington, as an ex- 
ample. We still have such a lega- 
tion, although Estonia was sacri- 
ficed at Yalta to appease Stalin, 
and the minister at that legation 
is probably paid by our State 
Department. 

The Russians also expect an 
over-all deal in China. I come to 
the conviction that there will be 
no truce—certainly no more than 
a localized truce—in Korea until 
and unless there is an over-all 
truce along the whole line be- 
tween East and West; that Korea 
is only a smal] item in that big 
game to keep us harassed, an ace 
in Stalin’s hand to force us to 
come to terms. The terms are not 
surrender of Europe to Stalin, but 
merely a surrender of what Stalin 
already has—a definite surrender 
of that, plus a reduction of the 
tempo of armaments, no rearming 
of Germany or Japan and, of 
course, recognition of Mao as the 
legitimate ruler of China, with 
Chiang Kai-shek pensioned in 
Califorinia or Florida. 

The Europeans admit that this 
may only postpone the showdown. 
But let’s have a postponement, 
they say, let’s have a couple of 
years of “rest,” and see what hap- 
pens then. In other words, “let’s 
cross the bridges when we reach 
them.” 

I doubt whether .I am much of 
a prophet, but I strongly feel that 
this is the direction in which we 
are heading — perhaps after the 
elections. Possibly, the question 
will be kept in suspense, so as not 
to interfere with the elections. 

Maybe it is too early, but it is 
my vision of the situation that 
Churchill wants to lead Europe 
—not just Britain, and not just 
the Sterling Area, but the whole 
of the Western world—out of its 
present immeasurable and imme- 
diate crisis by way of a deal with 
Russia that would not hurt Ameri- 
can sensitiveness too much, that 
would maintain the flow of dol- 
lars from Washington to London 
(and also a fiow of soldiers) and 
would at the same time relieve 
the international tension that 
forces Europe into armaments. 
War preparations are the last 
straw to break the Sterling’s back. 

As the “Le Monde” (Paris) put 
it the other day: “We are all sup- 
posed to become austere. That 
means for Britain: oné slice of 
meat per month; for France: one 
suit of clothes for three years; for 
the U. S.: one television set per 
house. The Europeans clamor for 
much more American sacrifice— 
if America wants armaments.” 

The great lesson of the Euro- 
pean situation, however, is this: 
Europe goes through the experi- 
ence of depression in full employ- 
ment. Until now we thought—or 
were taught lately—that a depres- 
sion consists in having a substan- 
tial fraction of the population out 
of work. Now, the world learns 
that at a time when everybody 
has a job, everybody may be get- 
ting poorer every day. Poverty in 
the midst of tull employment is 
a novelty to this generation, which 
talked itself into the philosophy 
of curing all problems by spend- 
ing itself into full prosperity. 


With Douglas Hammond 


(Special to Tue FInaNcraL CHRONICLE) 

LONG BEACH, Calif.—George 
J. Goldsmith is now affiliated with 
Douglas A. Hammond. 


Bache Adds to Staff 


(Special to THe FINaNcrAt CHRONICLE) 


CHICAGO, Ill.—Lewis F. Brody 
has been added to the staff of 
Bache & Co., 135 South La Salle 
Street. 


Investors Funding Corp. 


Investors Funding Corp. of 
New York is engaging in a securi- 
ties business from offices at 511 
Fifth Avenue, New York City. 











Volume 175 


Continued from page 13 


Defense Program Dictates Use 
Of New Stabilization Media 


than in any year before World 
War II. 

Similarly, it cannot be said that 
the size or pace of the security 
program is inconsistent with the 
maintenance of economic stabil- 
ity. The past year has almost es- 
tablished a new record for gen- 
eral price stability. Wholesale 
prices have tended slightly down- 
ward since March, 1951. Retail 
prices during the past year have 
moved very moderately upward, 
but have begun to turn downward 
in recent weeks. This stability has 
not been achieved under an anti- 
inflationary program which most 
informed persons would call ex- 
cessively severe. On the contrary, 
it has been achieved under pol- 
icies of taxes, credit controls, and 
direct controls which have been 
somewhat milder and looser than 
most experts thought necessary— 
and the major explanation of this 
has been our enormous productive 
power and the general amplitude 
of supplies. 

As we look forward to the re- 
mainder of the year 1952 and be- 
yond, it is a curious paradox that 
some of those who a year or so 
ago were extremely doubtful 
about the capacity of our pro- 
ductive resources to support the 
demands of the security program, 
are now exhibiting trepidation 
lest even with the security pro- 
gram we run into a recession due 
to the inability of the economy to 
maintain demand for that part of 
our productive resources which 
are not employed in the security 
program. I do not believe that 
this trepidation is justified, for 
reasons which it would not be 
germane to develop at length 
here. Nonetheless, the trepida- 
tion at least underscores the point 
that there is a growing recogni- 
tion that the security program 
can be borne by the economy 
without excessive strain. 

I would be the last person 
imaginable to take the unsound 
position that the security pro- 
gram should be maintained at 
now contemplated levels, or raised 
above these levels, in order to 
maintain high-level production 
and employment. That is mani- 
festly not an appropriate function 
for a security program. I am firm- 
ly convinced that our economy 
now has or must find the ways 
to maintain stability and growth, 
if and when the world situation 
permits a vast reduction in the 
security program. The only point 
I am making here is that while 
we should by all means reduce the 
security program when the best 
informed appraisal of the world 
situation dictates that course, we 
do not need and should not dare 
to do so before that time on gen- 
eral economic grounds. 

The question of the necessary 
size of the security program 
should not be confused with the 
question of efficiency and the 
weeding out of waste in its execu- 
tion. Every sensible person will 
agree that it would be a net gain, 
if ways could be found to get the 
same amount of security for less 
money. I hope that such ways can 
be found, and I commend every 
effort toward that end. But I be- 
lieve that only confusion and dan- 
ger to this country can result from 
failing to distinguish between try- 
ing to get necessary security as 
economically as feasible, and try- 
ing to cut security below neces- 
sary levels on the ground that we 
do not have the economic strength 
to do the job. 


Can Finance Program 


Since we have the resources of 
manpower, materials, and business 
and institutional skills to carry 
forward the security program, we 
cannot say that we do not have 


the means to finance it. It would 
be somewhat better, in my judg- 
ment, to pay for a security pro- 
gram at the now contemplated 
level entirely out of taxation 
rather than partly by borrowing. 
But even if it is financed partly 
by borrowing, the Congress will 
need to weigh whether the amount 
of borrowing involved could 
threaten the nation to the extent 
that it would be threatened by a 
deficiency in national security. 

I have dwelt upon this point at 
some length, because I believe 
that it is the greatest economic is- 
sue which we face as a nation, and 
one alongside of which other eco- 
nomic issues pale into relative in- 
significance. It seems to me that 
those who do not give top priority 
to this question, cannot find the 
right answer on other questions 
of economic policy. We have rea- 
sonable grounds for believing that, 
if we are strong enough to resist 
and deter the communist menace, 
the American economy will con- 
tinue its timeless progress toward 
new productive achievements and 
even greater strength. But if, 
through mistaken economic an- 
alysis concerning the capacity of 
our economy, we should fall down 
on this top job, then no other poli- 
cies could save us from dangers 
beyond description. 


Proposition No. 2 is that, with a 
large security burden, eco- 
nomic policy must concentrate 
above all upon the expansion 
of production. 


When any nation assumes a 
large defense burden, there are 
only two major ways of carrying 
it. One way is to expand total 
output, so that defense needs can 
be served without subtracting too 
much from other economic needs. 
The second way is to use economic 
controls to divert productive re- 
sources away from other purposes 
and toward defense purposes. 
Even in a nation as strong and 
productive as the United States, 
both of these methods must be 
used for the time being. But it is 
clearly in our interest, particular- 
ly in a long period of partial mo- 
bilization, to accomplish as much 
of the defense program as possible 
through the expansion of produc- 
tion, rather than through drawing 
down upon other elements in our 
national economic strength. This 
is the basic philosophy of the cur- 
rent mobilization program. 


The soundness of this philoso- 
phy is conclusively demonstrated 
by all experience. During World 
War II at its peak, we allocated to 
defense purposes annually almost 
as much resources as the total pro- 
duct of our economy during the 
year before the war started. But 
we so expanded total output that 
we were able to do this without 
a damaging curtailment of civilian 
supplies, and while carrying for- 
ward many industrial expansion 
programs to provide the sinews 
for the war effort. Further, when 
the war was over, we found that 
the expansion of our productive 
facilities could be translated into 
peacetime goods and_ services 
without serious or prolonged eco- 
nomic dislocation. Since the Ko- 
rean outbreak, although our then 
existing productive resources 
were more fully utilized in mid- 
1950 than in 1939, we nonetheless 
have relied predominantly upon 
our genius for still further pro- 
ductive expansion to carry the 
additional burden. Since mid- 
1950, our expansion of total output 
has roughly kept pace with the 
expanding defense program, and 
consequently the defense program 
has not resulted in impairment of 
our industrial or civilian strength. 
We have used controls to facilitate 


an orderly transition, and to deal 
with specific shortages. But for- 
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tunately, we have not fallen into 
the error of substituting the phil- 
osophy of all-out controls for the 
philosophy of all-out production. 
It is by doing the job in the 
American way that we have kept 
our economy so strong, and in fact 
made it stronger. 

Our greatest reserve strength 
still lies in our capacity further 
to increase production. The ceil- 
ing of our productive ability has 
no more been reached in 1952 
than in 1950 or in 1948. Without 
appreciably lengthening the work 
week, and without applying the 
forced pressures of a full-war 
economy, we have ample re- 
sources to increase total produc- 
tion by at least 5% per annum 
over the next few years. If ad- 
ditional pressure should require 
us to do so, we could for at least 
a few years almost double the an- 
nual rate of productive increase. 
It is this which, more than all else 
in material things, gives us our 
true measure of superiority over 
the Russian system. 

Insofar as we need to fight in- 


flation through the imposition of 
controls and restraints, indirect or 
direct, we must do so in ways that 
do not seriously militate against 
the achievement of our produc- 
tive potential. This has a most im- 
portant bearing upon the nature 
of controls that we can afford to 
use, and upon the extent to which 
we can afford to use them. Those 
who would employ without reser- 
vation the classical measures of 
“fighting inflation,” seem not to 
have taken into account the im- 
perative necessity for fighting 
inflation in ways that do not re- 
press the general rate of produc- 
tive advance which is the surest 
way to keep our economy strong 
throughout an enduring defense 
period. 

Proposition No. 3 is that the ex- 
pansion of production must be 
responsive to the priorities of 
national needs. We cannot do 
everything at once. This 
means that balance must be 


maintained in the utilization 
of our resources. 
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December 31, 1951 and 1950. 
1951 
$195,955,617 
$159,845.27 
$ 36,110,347 
$ 4,756,969 $ 
$ 40,867,316 
$ 2,126,473 


$ 38,740,843 


708,193 $ 
$ 4,136,531 
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Great though our productive 
resources are, we cannot afford to 
do everything at once. While 
some lines of production must be 
rapidly expanded, others must be 
contracted. For example, in order 
to build more airplanes, we must 
for a time build less automobiles. 
In order to build more plants to 
produce steel, we must for a time 
build less houses than we other- 
wise would. Further, expansion 
and contraction in various areas 
must achieve sufficient consist- 
ency to avoid excessive economic 
dislocation and to fulfill the de- 
fense program itself. For example, 
if the expansion of machine tool 
facilities were not sufficiently co- 
ordinated with the defense pro- 
gram, bottlenecks would multiply 
in the execution of the defense 
program. If defense expansion and 
civilian contraction were not 
harmonized, either the manpower 
and the materials for the defense 
program would be lacking, or ex- 
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A YEAR OF CONSTRUCTION 


A major expansion program, now nearing completion, substantially 
increases the company’s productive capacity. St, Regis products include 
sulphate pulp, kraft paper and board, multiwall bags, a wide range of 
printing and publication papers, industrial and decorative plastics. 

Shown above is an enlarged digester building at the Pensacola, Florida, mill, 
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ST. REGIS PAPER COMPANY 


230 PARK AVENUE, NEW YORK 17, N. Y. 


In Canada: St. Regis Paper Company (Canada) Limited, Montreal 
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Defense Program Dictates Use 
Of New Stabilization Media 
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expansion 
of the economy as. a 
are not. fighting 
inflation or a depres- 
30 we are fighting primarily a 
lin ited international struggle. It 
fo\'ows that the classical economic 
theories directed toward produc- 
ings general stimulation or general 
contraction throughout the whole 
economy, iLe., the traditional 
“agti-inflationary” or “anti-defla- 
tionary” policies, are not suitable 
for universal or broadside ap- 
plication to the current problems 
of the defense economy. 
Proposition No. 4 is that the task 
of curbing inflation in a 
defense economy must be 
reconciled with the need at 
one and the same time for 
expansion in some areas and 
for contraction in others. 

The essence of controlling infla- 
tion is to prevent available funds, 
coupled with the desire to spend 
them, from exceeding by great 
amounts the available goods and 

ices for which these funds 
id be used. When the simple 
ose is to expand general buy- 
power to facilitate recovery 
a depression, or to contract 
buying power in order to cut 
1 the demand for goods and 
ces of all kinds, it is rela- 
easy to apply the classical 
f “anti-inflationary” or “anti- 
itionary” weapons. But in the 
ent situation, it is necessary 
juple some types of expansion 
some types of contraction, 
consequently to expand some 
s of investment and other 
nog while contracting others. 
efore, efforts to influence 
ding must be conformed to 
attern of resource use which 
lefense program demands. 
follows that measures to con- 
spending power and employ- 
and production in some 
s, no less than measures to 
uce expansion in other areas, 
be sufficiently selective and 
iminating to expedite the de- 
> program, to build up the 
strial mobilization base, to 
nd some other areas of pro- 
on, and at the same time to 
cise necessary restraints in 
other areas. All this must be 
e clearly in mind as one re- 
S available economic tools, 
in terms of how they were 
d about by some classical 
ymists who never attempted 
se them and who never im- 
-d the current situation, but 
‘r in terms of how these tools 
now be applied by practical 
le in the face of tasks con- 
ing the nation quite different 
aracier from any in the past. 
osition No. 5 is that the na- 
ure of our current and fore- 
eeable economic tasks is too 
omplicated for exireme or 
najor reliance on any one 
ype of economic measure. 
This applies to monetary pol- 
cy as well as to other poli- 
ies, 
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Theoretically, one 
that any one type 
policy might be predominantly re 
lied upon in the current iation 
to prompt all of the necessary and 
varied adjustments in resource 
use. For example, it 
gued theoretically that, since tax 
reductions are stimulating and tax 
increases repressive, a complex 
tax scheme could worked out 
which provide sufficient ice- 
ments for expansion wherever 
needed and sufficient restraints 
for contraction wherever needed. 
But the effort to formulate and 
apply such a complicated and re- 
fined tax system would deprive 
the tax system of one of its main 
virtues—namely, that it is rather 
generalized and would make 
taxation more complicated and 
cumbersome, more detailed and 
personalized, than the most ex- 
treme kind of price and wage 
control. Similarly, one could work 
out theoretically a price control 
policy, or a credit control policy, 
or a policy governing the alloca- 
tion of materials, so comprehen- 
sive and so discriminating as to 
accomplish by that one advice 
alone all of the objectives for the 
economy which must now be 
sought. But the utilization of any 
one device to this extent would 
break down of its own weight, 
and would result in a system of 
controls far more harsh, rigid and 
excessive than the moderate utili- 
zation of a variety of weapons 
in mild proportion. 

These comments are 
to general monetary 
heartily in accord 
moderate utilization of monetary 
policy to exercise some general 
restraining influence in an in- 
flationary period. But intrinsic 
limitations upon its utility lead to 
major reliance upon a variety of 
other measures. Clearly, monetary 
policy is hardly the device for 
stimulating the rapid expansion in 
some areas of the economy which 
is now desirable. General mone- 
tary policy is a suitable device, 
within appropriate limits, for im- 
posing some necessary restrains 
upon the economy. But if most of 
the restraint is to be highly selec- 
tive, as I think it must be under 
current conditions for reasons 
which I have already given, gen- 
eral monetary policy cannot do 
very much of the job. And if 
monetary policy were to be ex- 
ercised for the purpose of putting 
brakes upon the rate of activity 
of the economy as a whole, it 
could hardly be pushed far enough 
to do this under current conditions 
without reducing substantially the 
over-all level of production and 
employment — which would cut 
directly across the vital objective 
oi utilizing our resources fully 
and expanding our over-all pro- 
ductive strength. 


might 


o! e* 


s}t 


mignt ve ar- 


be 


ind 


applicable 
policy. I am 
with the 


In this connection, the inability 
to place great reliance upon gen- 
eral monetary policy has been 
fully recognized by those who are 
regarded as outstanding ex- 
ponents of its appropriate use 
geared to the time in which it is 
used, 

Thus, in a statement before the 
Joint Committee on the Economic 
Report on May 12, 1948, Mr. Allan 
Sproul, President of the Federal 
Reserve Bank of New York. had 
this to say: 

“A general monetary control, if 
used drastically enough, works 
through a restriction of produc- 
tion. The steps in the process are 
restriction of money supply, rise 


increase 


argue 
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of i 3, contraction 

employment and production, c« 

traction of income. I know of no 
monetary device which would en- 
able us to avoid these conse- 
quences. In order to get the 
effect our critics suggest, would 
mean that our action would have 
to be drastic enough to lower the 
money income large segment 
of the consuming public. To 
complish this by over-all mone- 
tary or credit action would mean 
a serious decline in production and 
employment. Such action could 
only be justified 1f we faced 
with a runaway aue 
solely or primarily 
causes. That is not ou! 
situation and that 
right policy now 

It is hard indeed 
current situation any reason for 
departing from the _ principles 
which Mr. Sproul set forth so co- 
gently in May 1948. The immedi- 
ate inflationary trends now are 
certainly not as pronounced as 
they were in May 1948, and the 
need not to reduce substantially 
the total of production and em- 
ployment is certainly greater now 
than it was at that time. 

Still more important is 
consideration: Even if it were 
be conceded that the over-all 
duction in production and em- 
ployment were not too high a 
price to pay for the drastic use of 
general monetary policy, it does 
not appear that this reduction 
would concentrate in those areas 
where the economy can best af- 
ford such a reduction under cur- 
rent conditions. On the contrary, 
analysis indicates that such a pol- 
icy would be first reflected in the 
reduction of production and em- 
ployment in those very areas 
where the further expansion of fa- 
cilities and output is most critically 
needed, and would appear last 
if at all in those highly specula- 
tive and nonessential areas where 
more selective and pointed meas- 
ures can be effective quickly. 

Recently, before the 45th annual 
meeting of the Life Insurance As- 
sociation of America on Dec. 12, 
1951, Mr. Sproul had this to say: 

“All that should 
general credit 
opinion, is that combined with 
other measures working in the 
same direction, such as fiscal pol- 
icy, debt management and. in ex- 
traordinary circumstances, direct 
controls, they can contribute to 
anti-inflationary and anti-defla- 
tionary forces it'seems to me 
that the same circumstances which 
are responsible for the problems 
of coordinating debt management 
and credit policy, eontribute to 
the effectiveness of mild general 
credit policies, and .that we can 
have an expanding economy with- 
out throwing too much of the 
gasoline of easy credit on. the fires 
of active business.” 

It is my bélief that the limita- 
tions now placed upon the utiliza- 
tion of general monetary policy, 
by the imperative need for ex- 
panding over-all production, and 
by the need for being highly se- 
lective in imposing restraints upon 
particular segments of the econ- 
omy, are perhaps more important 
than other reasons advanced for 
the very moderate utilization of 
general monetary policy. These 
other reasons include the size of 
the national debt, its carrying 
costs, and its profound influence 
upon the country’s financial struc- 
ture. 

For example, Dr. E. A. Golden- 
weiser, a_ first-rate theoretical 
economist with great practical ex- 
perience within the Federal Re- 
serve System, in the “American 
Economic Review” in June 1947, 
recognized the undesirability of 
substantial increases in the long- 
term interest rate, saying: 

“Not only would such a rise 
increase the cost of borrowing to 
the Government at the time of 
refunding, but it would make in- 
roads on the capital values of 
securities acquired by institutions 
and individuals in support of the 
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ort. The Government is 
uctermined not to repeat the ex- 
perience after the First World War 
when Government securities went 
dow to the 80's. One reason, 
among others, for this determina- 
tion is the size of the debt and its 
dominant position in the country’s 
financial structure.” 

I feel that, if the security pro- 
gram is to be carried forward and 
not dangerously reduced, the eco- 
nomic and fiscal outlook make 
these comments of Dr. Golden- 
weiser in 1947 at least as pertinent 
today The Federal of 
1947 has been replaced by a def- 
icit, which will increase for a 
time. The problems of Treasury 
financing will be larger, not 
smaller, than in 1947. 

It should also be taken into 
consideration that extreme 
changes in the interest rates on 
long-term Government obligations 
are out of the question under cur- 
rent conditions, and that very 
small variations might not achieve 
the stated purpose of narrowing 
the gap between these interest 
rates and interest rates on other 
types of obligations. 

In testifying before the Joint 
Committee on the Economic Re- 
port on Nov. 22, 1949, Mr. Marri- 
ner Eccles had this to say: 

“In a falling bond market, with 
general credit demand strong, 
rates on other securities and loans 
would tend to rise at least pro- 
portionately as much. Under these 
conditions, can it be expected that 
insurance companies or savings 
and loan associations or other in- 
stitutional investors would act 
materially differently with the 
yield on Governments at 3% than 
they do now at 2!2%” 

“Loans or investment, other 
than Government securities, would 
have much. if not more, rela- 
tive attractiveness to lenders and 
investors. Few, if any, borrowers 
would be priced out of the mar- 
ket for funds by rate increases of 
the size contemplated. ... 

“Any moderate rise in long- 
term interest rates would not, in 
itself, reduce significantly the de- 
mand for money. Investing insti- 
tutions, which are now switching 
from long-term government bonds 
to private credit forms, would still 
be motivated to do so by a con- 
tinuing margin of return between 
the two kinds of investment.” 

The Congress has had occasion 
to observe in recent months that 
the effort to increase the interest 
rate on long-term government ob- 
ligations has been accompanied by 
efforts to move up other interest 
rates. An outstanding recent ex- 
ample has been in the field of 
housing, where ironically the ar- 
gument was advanced, not that 
interest rates should be raised to 
repress credit expansion, but 
rather that interest rates should 
be raised to enlarge the volume 
of housing loans. While my mind 
is not wedded inflexibly to any 
particular level of interest rates 
in general, and while some flexi- 
bility in the general interest struc- 
ture may be desirable, care should 
certainly be taken not to jeopar- 
dize the maintenance of a gen- 
erally low interest rate structure 
by departures from it which 
while small at first—might gain 
dangerous momentum. When one 
considers the painful process by 
which the interest rate structure 
as a whole has been brought far 
below the levels obtaining prior to 
the great depression, plus the in- 
disputable evidence that this trend 
has been a major contributory 
factor in the great and sustained 
productive expansion of the econ- 
omy and the more equitable shar- 
ing of its benefits among a wider 
range of business firms and con- 
sumers, the case against risking 
a reversal of that trend is strong 
indeed. 

None of the foregoing should be 
interpreted as an expression of 
disagreement at this time withthe 
accord reached between the 
Treasury and the Federal Reserve 
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Board last March, involving some 
experimentation with flexibility 
in interest rate policy. To be sure, 
I am still prone to reserve judg- 
ment, depending upon the further 
unfolding of events, as to whether 
this mild modification in policy 
has been demonstrably beneficial. 
It has had some desirable and 
some undesirable results, and the 
net balance is far from clear. But 
the main point I now desire to 
make is that the accord of March, 
1951. as I understand it, is con- 
sistent with a view held by the 
Treasury and the Federal Reserve 
Board, in which the other distin- 
guished authorities whom I have 
cited seem to join. This view in 
essence is that variations in mon- 
etary policy and interest rate pol- 
icy must be kept within very nar- 
row limits indeed under current 
conditions. And consequently, 
monetary policy can be no more 
than one mild tool among many 
in the quest for economic stabil- 
ity and growth within a high-de- 
fense environment. 

I do not dissent from what has 
been done. However, I do main- 
tain that the relative economic 
stability during the past year has 
been due not to one device, but 
instead to a wide variety of fac- 
tors — productive growth, higher 
taxes, general abundance of con- 
sumer supplies, high voluntary 
savings, selective as well as gen- 
eral credit restraints, price and 
wage stabilization, and the move- 
ment of the defense buildup ata 
somewhat slower pace than had 
been estimated a year ago. By the 
same token, I cannot accept the 
viewpoint that the main key to 
future economic stability consists 
in pushing monetary manipula- 
tion as far as it seemingly would 
be pushed by those who regard it 
as a panacea and not simply as 
one useful device among many. It 
is a device which cannot be relied 
upon heavily, without bringing in 
its train undesirable consequences 
of a certain character far out- 
weighing any speculative and thus 
far unproved . benefits which 
might follow. 

Proposition No. 6 is that the cur- 
rent and foreseeable economic 
situation calls for an admix- 
ture of economic tools, with- 
out excessive reliance upon 
any one. 


It has become common practice 
for some _ over-exuberant  pro- 
ponents of a particular economic 
policy to ascribe to it alone the 
entire or major credit for some 
desirable result which has been 
achieved. This they do by setting 
in juxtaposition the utilization of 
this policy and the desirable re- 
sult. Those who are strong for 
price controls can point to the co- 
incidence of price controls and a 
stable price leve) at times; those 
who are against price controls can 
point to periods where prices re- 
mained stable without price con- 
trols, and other periods when 
prices moved upwards even with 
price controls. Those who claim 
that the money supply is the all- 
controlling factor can point to 
periods when an increase in the 
money supply was accompanied 
by an expansion of credit and by 
price inflation: but those who be- 
lieve to the contrary can point 
to periods when prices’ rose 
rapidly while the money supply 
vas contracting. Most of these 
demonstrations are rather spuri- 
ous, because coincidence is not the 
same as cause and effect, and be- 
cause at any given time there are 
many forces at work in the econ- 
omy and no single one can be 
designated as being all-prevailing 
or decisive in its influence. 


The most responsible weight of 
opinion seems to me to be that 
economic stability and growth 
depend upon a variety of meas- 
ures used in moderation, without 
excessive zeal in the application 
of any one. A well-balanced per- 
spective on this point appears in 
an article by Dr. E. A. Golden- 
weiser, in ““Harper’s” magazine for 
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April, 1951. Dr. Goldenweiser had 
this to say: 

“First, we must bend every ef- 
fort to increase production by 
greater exertion, greater effici- 
ency, longer hours, fewer leisure 


people, less of the gracious things 
of life... . Second we must econ- 
omize—make sure that no money 
is spent unnecessarily. ... Third, 
as large a share of the necessary 
expenditures as possible must be 
met by taxatior Fourth, the 


government must borrow what 
has to be borrowed (insofar as 
possible) in such a way as to tap 


income that would otherwise be 
spent by the person receiving it. 
... Fifth, the government should 
borrow from the banks only the 
unavoidable minimum... . Sixth. 
over-all restraint should be exer- 
cised over loans by banks to 
businesses and individuals. 
Finally . price and wage con- 
trols—to hold the line until the 
other measures become effective 
—are highly desirable.” 

The foregoing seems to me to 
set forth admirably, and in proper 
order, the rounded elements in a 
program for stability and growth. 
Further, I would like to stress 
the extent to which most of those 
who have been challenged by the 
responsibilities of practical action, 
and particularly by the responsi- 
bilities of public office, find them- 
selves in essential agreement in 
this matter—although there will 
always be some shadings of em- 
phasis. 

The economist who has to main- 
tain only a theoretical position. or 
to write his name imperishably 
(in his belief) into the literature 
of his profession, may mistake the 
shadings for the essence and mag- 
nify the differences of view. But 
in all my dealings with responsible 
public officials, in the Treasury, 
the Federal Reserve Board. and 
elsewhere, I have continuously 
been impressed by the amount of 
agreement on fundamentals. 


The Council of Economic Ad- 
visers undertakes long and search- 
ing consultation with the whole 
range of those concerned with eco- 
nomic policy, both private and 
public, at least twice a vear in the 
development of our semi-annual 
published reports. To be sure, some 
differences of viewpoint arise. But 
in the overwhelming majority of 
cases, these prove susceptible to 
accommodation, on the part of 
men who after all are looking at 
the same facts and who share the 
objective of a stable and growing 
American economy. 

Proposition No. 7 is that basic eco- 
nomic policies which affect 
the whole nation should seek 
harmony, and that under our 
system the most powerful 
force toward this harmony is 
men of good will working 
cooperatively tegether. With 
this force present. neither new 
machinery nor new legislative 
definitions of authority seems 
essential. 

Above all, there is widespread 
agreement that those agencies of 
public authority which vitally af- 
fect the national economy should 
try to reconcile their actions, be- 
cause pulling opposite direc- 
tions is manifestiy hurtful regard- 
less of which side is “on the side 
of the angels.” 

There will alwavs, of course, be 
differences of opinion on policy 
issues. But neither sober and re- 
flective businessmen nor anybody 
else wou!d want various important 
agencies of public power. each vi- 


tally affecting the economy, to 
pursue conflicting policies of a 
fundamental character for an en- 
during length time. Nothing 
could be more inefficient, more 
uneconomical. ore demoralizing 
to our business system, or more 
conducive to the undermining of 
the people’s confidence in public 


authority. It is true that different 
agencies of public power have dif- 
ferent accents responsibility, 
and different prime objectives and 
functions. But no one of them cap 


of 


Number 5102 ... The Commercial and Financial Chr 


believe that its perspective or 
point of emphasis is transcend- 
ently important, to the exclusion 
of all others. The very fact that 
in Our democracy there are at the 
national level so many agencies of 
public power, makes it essential 
that a process of reconciliation and 
harmonization move constantly 
forward. It has always been this 
way; and it will always be this 
way. 

The possibility of some funda- 
mental collision of policy between 
two agencies of public power 
which fundamentally affect the 
national economy is by no means 
limited to the case of the Treasury 
and the Federal Reserve Board. 
Other agencies of public power 
are now undertaking functions 


: , and quite as ! 
to the lives and fortu 
individual. For example, it wduld 
be hard to imagine a more far- 
reaching authority than that of al- 
locating scarce materials through- 
out the economy, which carries 
with it the very power of life or 
death over substantial segments 
of our business system. The rela- 
tionship between monetary policy 
and fiscal policy is indeed impor- 
tant; but no One can prove that it 
is of a very different category of 
importance from the relationship 
between price policy and wage 
policy, or tax policy and spend- 
ing and lending policy, or defense 
policy and policies affecting in- 
dustrial and civilian supplies. 
The Congress has consistently 


all of these policies are vital, that 
10 one of them is supreme, and 
that constantly improved machin- 
ery should be sought both in the 
legislative and the executive 
branch for evaluating these poli- 
cies as a whole and their relation- 
ship to one another. The Joint 
Committee on the Economic Re- 
port and the Council of Economic 
Advisers are both statutory exam- 
ples of this recognition. The ad- 
vent of the defense program has 
intensified the search, both by the 
people and their government, for 
basic mutuality of purpose and 
basic consistency of effort among 
the various instruments of public 
power affecting the whole econ- 
omy and its very security. 
Whenever there might be a fun- 
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twe ny) or more agencies 
of 5 : which fundamen- 
tall; fect national economy, 


manifestly the solution does not 
lie in arid debate as to how “in- 
dependent” one or the other is or 
should be, or in proposals to sub- 
ordinate one to the other by leg~- 
islative fiat. If by ‘independence oo 
one means that men of integrity 
should look for the right answers 
and express their views vigorously 
without suppression Or recrimina- 
tion, that, of course, is desirable. 
Nor would I undertake to enter 
upon discussion of the question 
turning upon the fact that the 
Congress has established the Fed- 


eral Reserve Board in a different 
relationship to the government 
















































quite as vital to the economy as and increasingly recognized that damental collision of policy be- Continued on page 30 
In 1951 Lion Oil Company’s sales and 
operating revenues were the highest in 
the history of the Company. These total 

aren wes revenues were $86,466,609 as compared 
Me e with $81,960,327 for the previous year. 
Fi t Net earnings after deducting all costs 
ac § Sr onvu the and taxes were lower than in 1950, how- 
ever, due primarily to (1) greater ex- 
penses incurred in an intensified explora- 
tion for oil and gas, (2) higher wages and 
increased material costs and (3) larger 
rin Ua provisions for taxes on income. Net in- 
come after all charges was $11,751,026 
as against $13,988,245 for the preceding 
year. 
eport of Cash dividends, at the rate of $2 per 
share, aggregating $4,856,700 were paid 
during the year. This represents 41% of 
“LION OIL COMPANY the Company’s net earnings. 

; In October the Company sold 350,000 
= additional shares of common stock for a 
= net cash consideration of $14,152,020. 

° This amount was added to the working 
- capital of the Company to replace funds 
- expended for capital additions and to 
= provide for future expansion. 
me Capital expenditures during 1951 

amounted to $16,299,000 of which 

- $10,808,000 was for the development of 

additional underground reserves of crude 
- oil and natural gas. Lion had a share in 

” the drilling of 221 wells of which 160 
FINANCIAL SUMMARY 1951 1950 were completed as oil wells and 7 as gas 
Net Working Capital—Dec. 31 $25,517,316 $14,654,736 wells. Company net interest in these suc- 
Gerrent Ratio 3.66 2.22 cessful completions was 148 oil wells and 

Met Properties (Fixed Assets) $67,436,908 $58,582,040 3 gas wells. 

Fetal Net Worth—Dec. 31 $72,018,688 $50,972,353 

SWeres of Common Stock Outstanding Expansion plans include the construc- 
~ Dec. 31 2,690,861 2,340,833 tion of a $5,000,000 enlargement of re- 

Tal Dividends Paid $ 4 ohicee $ asenaes fining facilities. The operating units to 

, —* be added, which will be completed in 
OPERATING SUMMARY 1953, will permit a 50°7, increase in gaso- 
Number of Producing Wells (net) 795 680 line yields and reduced output of less 
Gress Crude Oil Production—Barrels Stayer Lene profitable items such as fuel and burner 
famal Refined Oil Soles—Gallons 377:262.270 347554939 oils. The intense search for and develop- 
Elemental Nitrogen (N) Production—Tons 155,379 161,963 ment of crude oil and natural gas reserves 
NoMber of Employees—Dec. 31 2,497 2,363 will be continued. 

Afftval Payroll $10,968,405 $ 9,909,428 

e 
= 

= CONDENSED EARNINGS STATEMENT 1951 1950 

= = For Years Ended December 31 Amount Per Shore* Amount Per Share* 
= 0 —f— || Sales and Operating Revenues $86,466,609 $32.13 $81,960,327 $35.01 
Operating Charges, Interest, Etc. (Net) 67,525,583 2509 61,011,682 26.06 
Net Income Before Provision for Taxes on Income 18,941,026 7.04 20,948,645 8.95 
ee Estimated Federal and State Taxes on Income 7,190,000 2.67 6,960,400 2.97 
Net Income $11,751,026 $ 4.37 $13,988,245 $ 5.98 
Bosed on 2,690,861 shares outstanding at end of 1951 
* Based on 2,340,833 shares outstanding at end of 1950 
4 For 1951 Annual Report, write Public Relations Department, Lion Oil Company, El Dorado, Arkansas 
of 
_ a 
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Defense Program Dictates Use 
Of New Stabilization Media 


from that applying to the Execu- 
tive Departments. This is a mat- 
ter of Congressional policy. But 
in no event can any realistic con- 
cept of “independence” mean that 
there is no relationship or inter- 
dependence among the policies 
and proble: dea't with by the 
Vario important agencies of pub- 
ii power importantly affecting 
the national econon Conse- 
quent they must all try to work 
together on proble which affect 
thie all 

In the final 
event of collision. all 
must recognize the 
ul ite and decisive authority of 
thie Congress: and all must recog- 
nize that the Presidential Office 
hes had the legitimate 
Function of lending its influence 
toward harmonizing the executory 
or administrative aspects of na- 
tional economic policy. Bid the 
genius of our system resides not 
so much in reliance upon com- 
mand as in reliance upon volun- 
tary accommodation through hard 
work, fair purposes, and mutual 
respect. Surely the Council of 
Economic Advisers, which finds 
its life in a statute the essence 
of which is cooperation, cannot 
bring itself to believe that coop- 
eration is not the best method in 
dealings between any important 
organs of public power. 

From the peculiar vantage point 
of the Council of Economic Ad- 
visers, it has seemed to me that 
tire Treasury and the Federal Re- 
serve Board, as’ well as other 
agencies, have worked harder and 
with a finer spirit than the gen- 
eral public realizes to join hands 
‘o the national interest in these 

-imes. For example, those 

olved in the process hardly 

how thoroughly the Re- 

o the Congress under the 
yment Act of 1946 are made 

bject of full discussion, in- 
terchange of views, and a wise 


alwywe} : +he 
inal: in ne 
agencies o! 


pubi rower 


aleurawe 
aiways 








spirit of give and take among all 
of the agencies concerned with 
national economic policy. I have 
always found the Treasury and 
the Federal Reserve Board “in- 
dependent” in the sense of being 
sturdy and vigorous in the asser- 
tion of their views: but I have 
never found any of them “inde- 
pendent” in the sense of being re- 
mote or unapproachable, provin- 
cial or narrow-minded, or over- 
zealous in the control of its own 
domain. The result of this process 
of cooperation has not 
fect. But it has produced over the 
years, I believe, a more intelligent 
and harmonious approach to the 
problems of our national economy 
than would have been possible 
under any other approach. 

Based upon my observation of 
the relationships now in effect, I 
do not see the need for additional 
formal machinery, or for new 
legislative efforts to redefine 
relationships or relative responsi- 
bilities. I believe instead that we 
must continue to work together, 
seeking to improve our tools of 
economic analysis, to achieve even 
greater objectivity, and to en- 
large the popular understanding 
of what we are trying to do. These 
things depend upon men, and not 
upon laws. I think the men with 
whom I have worked measure up 
to the task, and that is what is 
most important. 

At the same time, if it should 
be deemed desirable to follow 
the suggestion recently made by 
the Secretary of the Treasury, to 
the effect that the Treasury, the 
Federal Reserve Board, the Coun- 
cil of Economic Advisers, and cer- 
tain other agencies recognize more 
explicitly through some new co- 
operative unit their mutual in- 
terests, and if the Federal Re- 
serve Board should feel likewise 
such a proposal would certainly 
meet with the hearty support of 
the Council of Economic Advisers. 


peen per- 
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A Plan of General Credit Control 
And Debt Management 


grees of both inflationary and de- 
fiationary forces. In such in-be- 
tween conditions the Federal Re- 
serve credit policy is less apt to 
atm at either strongly restraining 
or expanding objectives. Under 
these circumstances, the mutual 
aims of the Treasury and the Fed- 
eral would permit greater leeway 
to debt management in achieving 
what may be deemed a desirable 
debt structure. The chances favor 
that major changes in ownership 
would not be sought by either the 
¥ederal or the Treasury, and wide 
shifts in ownership would be un- 
likely to be initiated by the pub- 
lic. Consequently, when the busi- 
ness condition might be character- 
ized as one that was neither a 
boom nor a depression, the Treas- 
ury might offer short, interme- 
diate, and long-term securities. 

It seems clear to me, therefore. 
that if the Treasury is to counter 
strong inflationary or deflationary 
forces it should provide securities 
that are suited to the economic 
needs of the period. 

I recall many years ago, when, 
as a Treasury official, I held some 
responsibility with respect to 
Treasury financing, that the 
Treasury’s objectives were to fi- 
nance the debt at costs appropri- 
ate to the circumstances of the 
time and to the amount needed. 
This, I believe, remained the 


Treasury’s objective as to inter- 


est costs up to 1942. It is one that 
is particularly suited to the cur- 
rent problems and should be pre- 
ferred under all conditions to an 
objective of holding down the in- 
terest cost at the expense of other 
far more important goals. 


My second point concerns the 
impact of various moves in debt 
and credit management on the 
Treasury security market. 


The impact during the period 
ending April 4, 1951, was ade- 
quately covered in the responses 
received by the Committee. In 
summary it seemed the Federal 
underestimated: 


(1) The degree by which its 
methods of handling the market 
would increase the desires of in- 
vestors to sell Treasury securities. 


(2) The inefficacy of losses 
(within the pattern of a 24% 
rate) as a deterrent to the sale of 
Treasury securities, and 


(3) The degree by which the 
origination of a small creeping in- 
crease in interest rates would in- 
vite— 

(a) sales by most investor 
classes of all but the shortest- 
term Treasury securities, 


(b) an increased preference 
for short-term securities, and 


(c) an increase in the demand 
for private capital and credit 
based upon the expectancy of 
increasing borrowing costs. 
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The changes in reserve credit 
outstanding may be summarized 
as follows: 


From June 22, 1950, through 
April 4, 1951, factors which affect 
reserve balances but which are 
more or less beyond the control 
of Federal Reserve officials caused 
member bank reserve balances to 
decline by $2.3 billion. Reducing 
things to very simple terms, the 
purchase by the Federal Reserve 
of a like amount of Treasury se- 
curities from the commercial 
banks, or a slightly larger amount 
from other holders, was required 
to restore the reserve balances of 
the banking system. 

During this period, however, the 
Treasury had a cash surplus of ap- 
proximately $8 billion, a substan- 
tial part of which might have been 
used to redeem securities held by 
the commercial banks. For exam- 
ple, had the Treasury been able to 
apply $6 billion to such redemp- 
tions, the amount of Federal Re- 
serve purchases of Treasury se- 
curities might have been reduced 
to $1.3 billion or thereabouts. 

As a practical matter, the upset 
conditions in the Treasury secur- 
ity market and in the minds of in- 
vestors resulted in a diversion of 
some measurable portion of the 
Treasury's cash surplus to the re- 
demption or purchase of non-bank 
holdings of Treasury securities, 
and to that extent the Treasury 
was prevented from reducing pri- 
vate bank deposits. 


Federal Reserve holdings of 
Treasury securities rose by about 
$3% billion during the nine 
months, apart from about $2 bil- 
lion purchased as a result of in- 
creases in the percentage of re- 
quired reserves. 


At this point I would like to 
note an important distinction that 
should be made as to the infla- 
tionary potential that follows from 
the extension of credit by non- 
bank lenders and its extension by 
the commercial banks, when 
Treasury securities must be sold 
in each case and the Federal Re- 


serve is the buyer of these securi- 
ties. 


When non-bank lenders extend- 
ed $1 billion of credit which re- 
quired the sale of a like amount 
of Treasury restricted bonds then, 
since the Federal Reserve was the 
major buyer, the chances favored 
the following results: 


(a) an increase of $1 billion in 
commercial bank deposits, 

(b) an increase of $1 billion in 
Federal holdings of Treasury se- 
curities, and, 

(c) an increase in the excess re- 
serves of the member banks of be- 
tween $800 million and $850 mil- 
lion. 

Now, let us assume that instead 
of the non-bank extension of 
credit the same $1 billion had 
been loaned by the commercial 


banks. Then the result would 
have been: 


(a) the same increase of $1 bil- 
lion in commercial bank deposits, 
but, 

(b) an increase of only from 
$150 — $200 million in Federal 


holdings of Treasury securities, 
and 


(c) no change in the excess re- 
serves of the member banks. 


In other words, to the extent 
the private credit demand was 
met during this period by non- 
bank lenders who had to sell an 
equal amount of Treasury re- 
stricted bonds, the base was laid 
for a multiple expansion of credit 
by the banking system, although 
the commercial banks were not 
involved in either the loan or the 
security transactions. 


My third point concerns the 
definition that is given, in prac- 
tice, to official purchases and 
sales made in the interests of 
maintaining orderly market con- 
ditions. I believe the tendency 
may be, as it has sometimes been 
in the past, to slip from the re- 
quirements of an orderly market 


into a kind of official interven- 
tion that might be described as 
“flexible support.” 

In the response of the Federal 
Reserve Board, an orderly money 
market is described as one where 
there is an “absence of precipitate, 
disruptive instability,” and an 
orderly Treasury security market 
as one without “air pockets . 
where there is a degree of con- 
tinuity between demand and sup- 
ply at going or moderately 
changed prices.” Further, orderly 
markets “preclude erratic move- 
ments of prices and yields of se- 
curities that have no justification 
in terms of general economic and 
credit conditions, but they do not 
preclude broad movements that 


reflect changes in basic under- 
lying forces.” 

We need to keep any official 
intervention in the market to a 
minimum for several reasons. 


First, there is the danger that the 
continuity of the private demand 
and supply may be suspended. To 
the degree this occurs the price 
level of Treasury securities be- 
comes artificial. If the artificiality 
is on the high side of prices, the 
result is to increase the number 
of potential sellers and to de- 
crease the number of buyers. 

The most important considera- 
tion has to do with new Treasury 
financing. If new offerings are 
priced against an artificial price 
level, the chances of a successful 
sale to the public are decreased 
and the need for stand-by, or 
underwriting, purchases in the 
market by the Federal Reserve is 
increased. Once the latter are 
started, they must be continued 
until the success of the offering 
is assured, irrespective of the re- 
sultant increase in the money 
supply and the undesirability of 
any increase. 

Prior to the financing of World 
War II, the Treasury didn’t try 
to prejudge the market for its 
securities, that is, it didn’t an- 
nounce, out of the blue some 
morning and to the surprise of 
most investors, that it was offer- 
ing a 5-7 year 2%3% bond. The 
Treasury first would decide the 
amount it wished to raise, and the 
general terms of the security. It 
then made a preliminary an- 
nouncement along those lines and 
stated the approximate size of the 
financing. 

This permitted investors to re- 
flect in the market their idea of 
the suitable coupon rate and terms. 
In other words, the Treasury fi- 
nanced against a market that was 
prepared for the offering, and it 
was enabled, by the free char- 
acter of the market, to set terms 
and provisions that would not 
require Federal Reserve pur- 
chases. 


Once the Federal is launched 
on such purchases, it endeavors, 
as you know, to make offsetting 
sales so that the net change in 
the reserve balances of the mem- 
ber banks is kept under control. 
In the past year or so, this has 
been accomplished by the sale of 
issues with a shorter term than 
that of the new offering. The 
trouble with these so-called un- 
derwriting purchases in the mar- 
ket, and the offsetting sales, is 
that the liquidity of investors is 
increased more or less at their 
option, and the problem of hav- 
ing someone, other than the Fed- 
eral Reserve, hold the debt tends 
to be renewed with each succes- 
sive maturity. 


In other words, each increase 
in the volume of Federal Reserve 
purchases introduces a_ corre- 
sponding increase in the artificial- 
ity of the market and this, in 
turn, makes it difficult to achieve 
successful sales of new Treasury 
offerings without continuous Fed- 
eral purchases in the market. 
Consequently, the maximum pur- 
chase (or sale) of Treasury se- 
curities by the Federal Reserve 
should be the minimum required 
to maintain orderly market con- 
ditions. 


.. Thursday, March 27, 1952 


Effects of Increased Interest Rates 


Fourth, I want to comment 
briefly on the increased interest 
costs that may be— 


(1) a corollary of aggressively 
seeking to channel into govern- 
ment hands a substantial part of 
the savings of the people in boom 
periods, and 


(2) a consequence of an effec- 
tive credit policy. 

Of the $260 billion of debt out- 
standing as of Nov. 30, 1951, U. S. 
Government accounts, mutual 
savings banks, savings and loan 
associations, insurance companies, 
individuals and other investors 
held $154 billion. This block rep- 
resented the bulk of the longer- 
term and the redeemable debt. 

The Federal Reserve and com- 
mercial banks and business cor- 
porations held $106 billion, most 
of which was short-term or com- 
paratively so. 

The interest cost on the long- 
term and on the redeemable debt, 
therefore, represents predomin- 
antly interest payments that are 
made directly to, or for the bene- 
fit of the great mass of the people, 
a mass so large that it may be 
said these interest payments are 
made to the American people. 


The following figures were cal- 
culated rather roughly, and are 
based on earlier and more careful 
computations made a couple of 
years ago which I have not had 
the time to bring up to date, but 
I believe they represent reason- 
able appraisals. 


If, over the next 10 years, the 
debt was refunded into fairly sub- 
stantial amounts of long-term 
bonds at a 3% rate, with savings 
securities at comparable rates, 
and with a fairly substantial 
withdrawal of publicly held debt 
for the use of the government 
funds, the increase in the annual 
interest payments would be about 
as follows: 


(1) On the non-marketable debt 
about $450 million, 


(2) To the Treasury funds about 
$250 million, and 


(3) On the publicly-held long- 
term marketable debt aboat $250 
million (or a total increase in the 
cost of the debt held outside of 
the banks and business corpora- 
tions of about $1 billion). But, 
this increase in interest payments 
would mostly be made directly, or 
indirectly, to the mass of the peo- 
ple and not to any special groups, 

The larger portion of the debt 
held by the Federal Reserve and 
commercial banks and business 
corporations is short-term in 
character, and its cost of interest 
will fluctuate. In periods of boom 
or inflation its cost might well be 
higher than it is today, and in pe- 
riods of recession it undoubtedly 
would be less. 

The alternative to increases in 
the interest cost of the debt that 
follow from appropriate debt 
management is a larger increase 
in the cost of government and a 
decrease in the purchasing power 
of everyone’s dollars. 

The fifth point concerns the or- 
ganization of the market for Treas- 
ury securities and the departure 
from impersonal dealings in Fed- 
eral open-market operations. Ex- 
cept for Treasury and Federal 
Reserve operations, the market for 
Treasury securities is made by the 
actions of large and small inves- 
tors in the purchase and sale of 
Treasury securities of all types, 
Dealers are the intermediaries 
through which the transactions in 
marketable securities take place, 
and the dealers fall into two 
groups: (A) those who endeavor 
to make such transactions a prin- 
cipal or important part of their 
business, and (B) those whose 


transactions are on a smaller scale 
or represent a subsidiary opera- 
tion. Dealers in Group A are re- 
ferred to as Government security 
dealers and number about 20 firms 
including the bond departments 
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of some large commercial banks. 
More than one-half of these deal- 
ers transact business on a nation- 
wide basis. Their customers run 
the gamut of Treasury security 
holders and include the several 
thousand organizations which 
comprise Group B. 

A dozen, or thereabouts, of the 
Government security dealers make 
a primary market in money- 
market securities, such as Treas- 
ury bills, and almost as many reg- 
ularly make a primary market 
throughout aé_é cross-section of 
Treasury notes and bonds, other 
than restricted issues. I would 
say that no more than six dealers 
regularly make a primary market 
in restricted bonds, those which 
were the principal source of con- 
cern prior to the accord. 

A primary market is one where 
the prices quoted by a dealer rep- 
resent those at which he will buy 
or sell for his own account, in 
reasonable amounts, as the custo- 
mer elects. By and large, “‘a rea- 
sonable amount” may run from 
$1 million to $5 million in Treas- 
ury bills and from $500,000 to $1 
million in long-term bonds. Fre- 
quently, however, primary market 
dealers will accommodate larger 
transactions “at the market.” 

The activity of investors 
throughout the country is trans- 
mitted quickly to the Government 
security dealers and, particularly, 
to those who make primary mar- 
kets. The willingness of such deal- 
ers to buy or sell for their own 
accounts helps to impart to Treas- 
ury securities that measure of 
ready marketability the investor 
values and the credit of the Gov- 
ernment deserves. 

The Government security deal- 
ers obtain at first hand the reac- 
tions of investors of all types to 
the various policy decisions that 
are made by the Treasury with 
respect to debt management, and 
by the Federal Reserve with re- 
spect to bank credit, and to the 
manner in which such policy de- 
cisions are executed. Some of the 
methods, techniques, and judg- 
ments of investor reactions in the 
execution of these policies had re- 
sults that were the opposite of 
those intended and aggravated al- 
ready undesirable situations, al- 
though such repercussions were 
sometimes foreseeable. 

With respect to the relationship 
of the Federal Reserve to the 
dealers may I have the permission 
of the Committee to insert in the 
record an article which appeared 
in the New York “Times” Sunday 
edition of March 9, 1952? 


The terms under which the Fed- 
eral Reserve Bank of New York 
“recognizes” dealers more or less 
prevent public statements by any 
“recognized” dealer as to prac- 
tices that involve (a) “elements 
of selectivity in security trans- 
actions,” (b) identification to the 
New York Federal Reserve Bank 
of the customers who wish to sell 
or buy, and (c) informatiion why 
the sale or purchase was desired. 


The resulting personalization of 
Federal open-market transactions 
was acknowleged in the response 
of the Chairman and Vice-Chair- 
man of the Open Market Com- 
mittee. The reactions of Treasury 
security holders to these practices 
ranged from tacit acceptance, to 
annoyance, to considerable resent- 
ment, and stimulated more selling 
of Treasury securities than it dis- 
couraged. 

The response of the Chairman 
and the Vice-Chairman states it is 
the desire of the Federal Open 
Market Committee to conduct all 
of its transactions on a completely 
impersonal basis, and now that 
the policy of pegging government 
securities is not being followed 
this is the general policy and 
practice of the System. 


The statement made jointly by 


the two senio fficials of the 
Federal Open Market Committee 
are and must be considered as 


definitive. Since the private mar- 


ket is the instrument through 
which Federal Reserve transac- 
tions in Treasury securities are 
to be maintained on an imper- 
sonal basis, and since an increased 
reliance on the primary markets 
made by dealers followed from 
the cessation of fixed or minimum 
price support by the Federal Re- 
serve, a review by the Federal 
Reserve (a) of the degree of en- 
couragement it offers to such 
dealers, (b) of its organization for 
the conduct of open-market oper- 
ations when these are necessary 
and (c) of its relationship to gov- 
ernment securities dealers, in gen- 
eral, might have some construc- 
tive results. 


Suggested Types of Treasury 


Securities 
Finally, may I illustrate by ex- 
amples the type of Treasury 


securities that I believe would 
attract a maximum demand from 
the public, and which are con- 
sistent with the points of view I 
have expressed. 

First—tthe savings bonds. 

I believe they should more 
closely approximate, in design and 
terms, a savings deposit, some- 
thing the mass of savers is fami- 
liar with and which might elim- 
inate the need to explain “scales 
of redemption prices,” “yields to 
maturity,” and the like. 

It is necessary to withhold from 
the rest of the money supply that 
portion of the Worid War deficit 
that was financed by savings 
bonds. It becomes necessary, 
therefore, to aim at two seeming- 
ly incompatible goals, namely, to 
compete for private savings and 
at the same time to protect the 
private savings institutions. 

Finally, it seems necessary to 
provide for flexibility in the rates 
of interest to be paid so that these 
may be made consistent with 
changes in the objectives of debt 
and credit management. 

Therefore, I would offer, in 
substitution for the Series E bond, 
a savings certificate that is issu- 
able and redeemable at par, on 
suitable notice. The rate of inter- 
est would be adjusted semi-an- 
nually by public notice. 


If such a security were to be 
offered now, the rate of interest 
would be attuned to current eco- 
nomic conditions but whatever the 
rate, it would apply to only the 
first six months’ interest period. 
The rate of interest to be paid in 
succeeding interest periods would 
be determined in the light of the 
economic conditions then prevail- 
ing. For example, the rate of in- 
terest to be paid for the six 
months beginning Jan. 1, 1953, 
might be unchanged, or be de- 
creased or increased by %4% or 
by 42% or by whatever seems the 
most appropriate. 


Holders of the ° outstanding 
Series E bonds should be per- 
mitted to convert these into the 
new savings certificate. 


New purchases for cash should 
be limited so as to assure protec- 
tion to private savings institu- 
tions against large withdrawals of 
deposits. 

The idea of seeking to preempt 
the funds of non-bank investors 
during periods such as these holds 
a lot of appeal. I would offer in 
the very near future two issues of 
long-term unrestricted bonds. One 
might be a 25-year bond, callable 
in 20 years, bearing a 3% interest 
rate, and the other a really long- 
term bond maturing perhaps in 
50 years, callable in 40 years, and 
bearing an interest rate of 344%. 
The combination would enable the 
Treasury to test the preferences 
of investors (1) for the lower rate 
issue of shorter term and (2) for 


the higher rate issue of quite 
long term. 
Primarily, the offering would 


be for the purpose of encouraging 
maximum purchases from non- 
bank institutions. To that end, the 
Treasury should accept subscrip- 
tions for immediate delivery and 


subscriptions for forward delivery 
with the latter timed to coincide 
with periods when the Treasury’s 
balance otherwise would be at a 
low level, such as Aug. 1 and 
Nov. 1, 1952. 

The prospects for a favorable 
result would be vastly improved 
if it became public knowledge 
that in periods of boom and in- 
flation the Treasury would seek to 
sell the maximum of high-rate 
securities and during periods of 
depression it would be basic pol- 
icy to concentrate new issues in 
the short-term area. 

With the combination of a new 
savings certificate and of the 
marketable bonds, I believe the 
Treasury would be able to raise 
substantial sums from the public 
with a corresponding reduction in 
the necessity of bank financing 
and the resultant increase in the 
money supply. 


Summation 

In summation, it seems to me 
that for debt management to be 
able to counter strong inflationary 
or deflationary forces it should 
provide securities that are suited 
to the economic needs of the pe- 
riod. 

Purchases or sales of Treasury 
securities by the Federal Reserve 
for the purpose of maintaining 
orderly market conditions should 
be confined to a minimum. 

The cost of interest on the 
public debt represents payments 
made largely to a cross-section 
of the American people, and if an 
increase in the costs follows from 
debt management that aims to 
counter strong inflationary forces 
effectively, this is to be preferred 
to the alternative costs of a larger 
increase in the cost of government 
and a decrease in the purchasing 
power of everyone’s dollars. 
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The increased reliance on the 
primary markets of Government 
security dealers that followed the 
cessation of fixed price support 
for Treasury securities, suggests 
that a review by the Federal Re- 
serve of the conduct of Federal 
open market operations and of its 
relationship to the dealers im 
general might have some com 
structive results. 

Properly designed Treasury se- 
curities, offered for immediate 
and future delivery, which will 
aggressively seek the savings of 
individuals and the funds of non— 
bank institutions, would substan- 
tially reduce the necessity for 
bank financing, which increases 
the money supply. 

Most important of all, if money 
is to remain our servant and not 
our master, Federal Reserve of-- 
ficials must be encouraged to 
discharge their responsibilities 
with consideration only for the 
economy as a whole. 
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SOUTHERN 


REVENUE AND EXPENSE 


Gross revenue was $119,374,626, 
an increase of $13,050,797 or 12%, 
over 1950. Net income was $19,- 
124,649 and earnings for common 
were $12,839,787, equivalent to 
$2.81 per share of common stock 
after all charges, including preferred 
and preference dividends, compared 
with $2.97 in 1950. 


FINANCING 


$35,000,000 of 2%% and $30,- 
000,000 of 3% % First and Refund- 
ing Mortgage Bonds, Due 1976, were 
sold for $65,690,970. Additional 
new capital of approximately $52,- 
000,000 will be required in 1952. 


PLANT INVESTMENT EXPANSION 


Investment in plant increased $49,- 
833,744 during the year to a total 
of $644,698,839 ot the yeor end. 
The new Big Creek No. 4 hydro- 
electric plant with a capacity of 
91,000 kw was ploced in opera- 
tion in July. 


PLANT BUDGET FOR 1952 


Totals $80,112,740 . . . the largest 
in the Compony’s history, and in- 
cludes co substantio! amount for 
completion of the Etiwanda 250,000 
kw steam electric generating station. 





GENERATION 


Total output was 9 billion kilowatt- 
hours, 12% abéve 1950 and more 
than double the output of ten years 


ago. Steam generation accounted 
for 50.4%, of the toto! output. 


GROWTH 


| Electric meters increased 697,608, 
raising the toto! installed to 1,055,- 
717, more than double the number 
fifteen years ago. 





CALIFOR 
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COMPANY — 1951 


THE PRESIDENT’S LETTER. . ."'For reasons which we have tried to 
make clear in many previous reports to you, the Management of 
your Company is convinced that the present isa period of danger- 
ously false and unsound ‘prosperity’. We are continually aware of 
the fact that this, the most prolonged boom in American history, has 
been financed by public and private debt of inconceivable propor- 
tions, incurred, for the most part, as a result of nonproductive 
expenditures, such as war or gifts to foreign countries. We know 


that the present American standard 


of living has an abnormally high 


luxury-content, and has been financed by an explosive expansion 
of private debt ...1! do not wish to give you the impression that we 


believe any substantial percentage 


will prove to be unsound—at least in the long run . 


of the expansion in our territory 
. .While we 


have some war industries as customers, for the most part, the busi- 
ness, industrial, and agricultural expansion in this latest boom has 


been well balanced.”’ 














WS Ahulllrdore 


President 


= On April 12,1951, the Compony instoiled 


its millionth meter. 








On July 2, 1951, Big Creek No.4 hydroelectric 
plant wos the sixth plont to be completed in 
the Big Creek developmen! 


On April 25, 1951, the Compony started con- 
struction on its $38,000,000 Etiwanda stecm 
station, scheduled to be completed in 1953. 




















= 
CONDENSED CONSOLIDATED BALANCE SHEET | 
| December 31, 1951 
Assets Liabilities 
Electric Plant . ae $644,698,839 Stated Capital and Surplus $278,053,149 
Investments and Other Assets. . 9,688,620 Bonded Indebtedness . . « 208,000,000 
: Current Assets * 58,728,014 Current Liabilities . .« 6 «© « 44,637,058 
Deferred Charges —- 3,835,536 Depreciation Reserve . «. « 119,144,202 ! 
Capital Stock Expense a a : 2,747,696 Other Reserves ond Liabilities . 9,864,296 
TOTAL ASSETS . $719,698,705 TOTAL LIABILITIES . $719,698,705 
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Continued from first page 


As We See It 


can be done about it so long as costs remain as high as they 
are now—to say nothing of giving them another boost. 


An Even More Vital Aspect 

As important as it is to bring an end to these eternal 
demands for more wages for less work, there is in all this 
another and even more vital aspect. The root of the diffi- 
culty in this steel case is the monopoly which has been 
granted to the labor unions of the country. President 
Roosevelt used to appeal to the farm vote with the state- 
ment that what he wanted was for the farmers to set up 
their own control system and their own subsidy system-— 
at the expense of us all, of course. So far as we can recall 
off-hand no such bald statement of the official attitude 
toward labor was commonly made, and no such blank 
check was signed. 

But it might just as well have been. Every conceiv- 
able encouragement was given to the wage earner to join 
unions and to leave their fate to union leaders who, for 
the most part, were politicians par excellence. One of the 
favorite themes of the Roosevelt regime at one time was 
“unity” in the ranks of labor—by which was apparently 
meant concentration of the power of the unions in one 
organization, or a closely knit, harmoniously operating 
set of organizations. He never did quite succeed in this 
aim, and neither has his successor, but the difference has 
grown increasingly unimportant in recent years, as con- 
flict between the main wings of the so-called labor move- 
ment in this country has all but disappeared. 

Single labor organizations, dominated by handfuls 
of labor leaders, dominate whole industries. They can at 
will shut down these industries. Certain powers in the 
so-called Taft-Hartley Act and in some of the other legis- 
lation of the day place instruments in the hands of the 
Administration to deal with this mass phenomenon in 
labor, but they do not and ordinarily cannot relieve the 
Administration or any other regime of the political threat 
inherent in a system of labor organizations where all the 
arts familiar to the Kremlin—and some of the power— 
are at the beck and call of the leaders at the top. Or at 
least such seems to be the conclusion of virtually all poli- 
ticians in places of power. Only in the most extreme cases 
is there a disposition on the part of officialdom even to 
try to keep the unions in line. 


Eliminated Competition 

What has been done, and apparently done quite con- 
sciously and with purpose aforethought, is to eliminate 
any traces of competition from the labor scene. No longer 
does any union or members of any union have to give a 
second thought to the possibility that it or they may be 
replaced should a strike be called. Not infrequently tactics 
are employed which in other circumstances would 
promptly and quite warrantably result in discharge of 
guilty workers. Significantly enough, no one ever even 
thinks of such a course of action any more. It simply is 
out of the question with the organizations what they are 
today. 

In short, the unions have now got to the point or are 
rapidly getting to the point where they expect as a matter 
‘of right to fix their own wages, their own hours, their 
own conditions of work and their own rate of output— 
just as the farmer was told a decade and a half or more 
ago to write his own ticket. This is the sort of situation 
which gives rise to such results as those now being wit- 
nessed in the steel industry. It is very likely to come up 
in the very near future in the coal industry—and so on. 
We shall not be free of continually recurring situations 
of this sdrt so long as we have monopoly conditions to 
contend with in labor ‘circles. This is the lesson, or one 
of them, which the steel case should bring home to the 
American people with the utmost force. 

Obviously this goes much deeper than what increase 
in wages or other benefits, if any, the workers in the steel 
industry should have. It far surpasses in importance any 
question of what rise in prices should accompany a grant 
made in a political year to organized labor in the steel 
industry. In order to catch votes in industrial centers, the 
politicians have created a monster in our midst. which 
often succeeds by hook or by crook to tell the politicians 
themselves what they must or must not do. We have long 
felt that a vigorous leader coming forward to challenge the 
political might of the Murrays, the Reuthers and the 


" ness 
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others would find his work politically profitable. We still 
think so, but few politicians seem to care to risk the fight. 


A Great Opportunity 
This is an election year. The people themselves can 
reassert their leadership and bring this ruinous state of 
affairs to an abrupt end if they so elect. The question is: 


Are they prepared to do any 


organize themselves for the 
more vital matters. 


Continued from page 4 


such thing, and how do they 


task? We can think of few 


Investment Policy 
In a Changing World 


tion nor serious decline in busi- 
activity this year. Looking 
further ahead, it seems obvious 
that our continuing expansion of 


productive capacity—by the end 
of this year we shall have put 
$132 billion of new plant and 


equipment in place since the end 
of World War II—will eventually 


outrun our capacity to consume 


and necessitate a thoroughgoing 
business readjustment, or defla- 
tion. But defense spending will 


be a powerful back-stop; in fact. 
will prevent the bottom dropping 
out of the economy until at least 
1954, on the new spending 
schedule. 


The Outlook for Canada 

While I would not presume to 
present the short-term outlook for 
Canada to this group of experts, 
I should like to make a few ob- 
servations on your longer-run out- 
look. But, first, let me warn vou, 
I am indeed prejudiced. Since 
1927, when I had a job which re- 
quired me to closely follow Cana- 
dian economic developments and 
forecast your business trends, I 
have been an incurable optimist 
on your country. In fact, as early 
as 1928-I advised a company 
which had the alternative to ex- 
ercise an option on the Canadian 
rights to a patent rather than on 
all of South America! 

In addition to your incalculable 
natural resources, you have had, 
with the exception of a few devi- 
ations some time ago in the Prai- 
rie Provinces, the benefit of wise 
governmental economic policies. 

You did a better job of financ- 
ing World War II than we did. In 
the postwar period, in every year 


since 1947, you have had budget 
surpluses and debt retirement 
without resort to excess profits 


taxes or direct wage or price con- 
trols. You have the advantage of 
lower corporation taxes. You have 
had the foresight to restrict your 
capital gains tax to professional 
speculators. Finally, you, as well 
as we in the United States, have 
avoided severe price and credit 
inflation, and today your dollar is 
no longer at a discount. 

The effect, for good or ill, of 
government policies on the eco- 
nomic welfare of a modern nation 
can hardly be overestimated. The 
recent announcement of meatless 
days in the Argentine, the land of 
beef, indicates the damage that 
can be done by unwise policies. 
Coal production in Great Britain 
is another good example. Although 
the experts say that the United 
Kingdom has enough reserves to 
produce 250 million tons of coal 
a year for 200 years, and 276 mil- 
lion tons were actually produced 
in 1937, only 216 million tons were 
produced in 1950, and it was nec- 
essary to import coal at the ex- 
pense of badly needed food! An- 
other example which we have 
constantly before our eyes is the 
fate of Paris as a once powerful 
financial center. 

Continuation of your wise poli- 
cies with regard to inflation and 
industrial expansion will attrac 
an increasing flow of dollars from 
American investors to develop 
your industries and your natural 
resources. The “boiler shop” 
methods, especially the long-dis- 


tance telephone calls by high- 
pressure salesmen to people on 
sucker lists in the United States, 
have left some scars. But they 
will be forgotten, as Canada to- 
day, in terms of economic oppor- 


tunity, stands about where the 
United States did 50 years ago. 
The economies of our countries 


will continue to be interwoven 
and interdependent, and while the 
United States is still the land of 
opportunity, Canada is the land 
of golden opportunity! 


The Outlook for Corporate 
Trusteeship 

Although trusteeship is an an- 
cient concept and practice, the 
dynamic character of the world 
today makes it more necessary 
than ever before. This is partic- 
ularly true of Canada, where you 
can confidently look forward to a 
great inflow of capital, as well as 
a great increase of your national 
wealth. Increasing wealth and in- 
creasing complexity of the invest- 
ment market make the growth of 
corporate trusteeship inevitable. 

Also, there is particular and in- 
creasing need for machinery 
whereby the savings of the man 
in the street.can be safely used to 
finance the economic development 
necessary for his employment and 
economic well-being. Investment 
trusts are one of the agencies de- 
signed for this purpose, but many 
of them have stressed the sales 
element at the expense of other, 
more vital considerations. The 
so-called common trust funds of 
trust companies are a particularly 
promising effort toward the so- 
lution of this problem of access to 
investment market opportunities 
for those of small and medium 
means. Although relatively new 
in the United States, common 
trust funds have proved quite 
beneficial to all concerned. 

The rapid and ceaseless change 
characteristic of the modern 
world necessitates a high degree of 
specialization for the successful 
investment of funds. This is es- 
pecially true as investment oppor- 
tunities are increased through the 
widening of the list of securities 
which can be bought by those re- 
sponsible for the funds of others. 
The Prudent Man Rule, such as 
we have in Massachusetts, or even 
the 35% Prudent Man Rule of 
New York, require a high degree 
of skill for successful results. 


The dynamic character of our- 


times makes continuous super- 
vision a categorical imperative. 
History teaches the sad but ines- 
capable lesson that although there 
are countless long-term securities, 
there is no such thing as a long- 
term investment! 

Times change; borrowers 
change: and lenders change. It is 
a continuous process which re- 
quires eternal vigilance, hard 
work, and sound judgment. There 
is no short-cut; no infallible pat- 
tern: and no fool-proof formula. 

As evidence that I practice what 
I preach, may I say that since I 
started teaching Corporation Fi- 
nance in 1925, I have never given 
an oral opinion 6n the value of 
any security. I have invariably 
told student, and other, inquirers 
that I will answer such questions 


only on a written and continuing 
basis! 

The trustee has still another 
serious problem in the investment 
of the funds placed in his care. 
Preservation of the dollar values 
entrusted to him has always been 
recognized as the trustee's first 
responsibility: but, in recent years 
of shrinking dollars, preservation 
of the purchasing power of the 
trust has been advocated as a fur- 
ther responsibility, or, at least, as 
a goal. This is a “large order,” as 
it is in many respects contradic- 
tory to the primary. responsibil- 
ity; but in times when the pur- 
chasing power of the currency is 
depreciating it becomes a neces- 
sary consideration. 

Overemphasis on the preserva- 
tion of purchasing power is un- 
wise from a trust investment 
standpoint because, unfortunately, 
no way has yet been devised 
whereby this can be done without 
multiplying the risk. Mathemati- 
cally, this is a truism despite all 
the recent claims to the contrary. 
Although overemphasis should be 
sternly avoided, the assumption of 
some risk in this respect is so- 
cially desirable: moreover, a rea- 
sonable amount is warranted in 
the case of trust funds. A 
competent, conscientious trustee 
is in the best position to decide 
the relative proportions advisable 
for each trust fund under the pre- 
vailing economic and monetary 
factors. 


most 


The Ouilook for Bonds 


There are several important 


new factors in the outlook for 
bonds, thé premier trust invest- 
ment. 

The most basic development 


has been the sharp upward move- 
ment of interest rates throughout 
the Western World in recent 
months. In Britain, Consols 
dropped to around 60 from a high 
of 9942 in 1946. You have sharply 
increased your rate on savings 
bonds to 3!2% and other rates are 
also tighter. In the United States, 
since the so-called “accord” be- 
tween the Treasury and Federal 
Reserve in March, 1951, long-term 
government bonds have been on 
a higher yield basis, and other 
bond rates had increased even be- 
fore the peg was removed. In 
recent weeks. most of the savings 
banks in New York have in- 
creased their rates to 24%, and 
some New York City commercial 
banks have increased their rates 
on savings to 2% on the first $10,- 
000 of balance. 

Will this trend toward higher 
rates continue much longer? On 
the basis of a recent detailed 
study of the outlook for interest 
rates in the United States, I have 
come to.these conclusions for 
1952: 

(1) Demand will be less, as all 
booms except the defense produc- 
tion boom have leveled off or de- 
clined. 

(2) Supply of capital from both 
personal and institutional sources 
will be larger than last year. 

(3) The Treasury, the Council 
of Economic Advisers, the Presi- 
dent and the Congress want lower 
rates. 

(4) The monetary authorities 
will probably be willing to fit 
their tight money and higher rates 
policy to the new realities of more 
stable prices and the need for sub- 
stantial Treasury refunding and 
borrowing, to say nothing of the 
Patfhan investigation. 

As I see it, these mean lower 
interest rates next fall, or early 
next year. 


The Outlook for Equities 


The outlook for equities in the 
United States is not good. 

Since last March, profits, both 
before and after taxes, have 
steadily declined. But even more 
bearish was the tendency toward 
over-production which was re- 
asserted by the American econ- 
omy. This has come as a distinct 
shock to the younger generation 
of investors and business 


men. 
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The ability to maintain the high- 
est standard of living in our his- 
tory, to prepare for all-out war 
through the greatest plant and 
machinery expansion ever under- 
taken, to carry on a shooting war 
in Korea, to aid the Free World 
with economic assistance and mil- 
itary goods, to build more hous- 
ing units than ever before, with 
one exception, and, at the same 
time, produce so much goods that 
an inventory recession material- 
ized, has raised the serious ques- 
tion of what will happen when 
military spending declines, or pos- 
sibly, even before! 

While no one can be certain as 
to what will happen, the very un- 
certainty indicates that a cau- 
tious policy should be followed 
in the investment of trust funds. 
Whereas in recent years there 
has been a tendency, where per- 
mitted, to shift from bonds to 
stocks to preserve purchasing 
power against the ravages of in- 
flation, the present outlook calls 
for the opposite. This is not to 
say that common stocks should 
not be bought or held by trustees. 
It is, instead, a frank recognition 
of the fact that preservation of 
purchasing power is no longer a 
burning question. This means 
trustees can once more concen- 
trate on their primary function of 
conservation of principal. 


Conclusions 


My belief that trustees in the 
months ahead should view stocks 
with less favor is based on the 
following conclusions: 


(1) The possibility of all-out 
war is decreasing, which means 
military expenditures will even- 
tually be reduced. 

(2) Reduction 
spending will 
stocks. 

(3) 1951 taught the hard lesson 
that even with heavy military 


in military 
adversely affect 
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Life Gos. Add Slightly to Equity Holdings 


Holdings of common stock increased less than $100 million 
since New York law permitting common stock .investments 
was enacted in March last year. 


In the first year of operation of 
the law passed last March in New 
York State, permitting life insur- 
ance companies under its juris- 
diction a limited investment in 
common stocks, the life company 
holdings of common shares in- 
creased less than $100,000,000. 
Total common stock holdings of 
the life companies are now about 
$650,000,000, according to the In- 
stitute of Life Insurance. 


“Due in part to their extensive 
commitments in bonds and mort- 
gages, especially those for defense 
financing, and to improved bond 
yields, the companies have been 


moving slowly to take advantage 
of the liberalized investment 
law,” the Institute commented. 
“The common stocks acquired in 
the past 12 months amounted to 
about $150,000,000, which was less 
than the acquisitions of the pre- 
vious 12 months.” 


Opened New Channels 


It was estimated when the per- 
missive legislation was adopted 
that New York State companies 
could invest somewhat more than 
$500,000,000 in common stocks, 
and that out-of-state companies 
doing business in New York but 


limited by the “substantial com- 
pliance” provision of the law, 
could add some $300,000,000 of 
common stock holdings. Aggre- 
gate common stock holdings were 
then about $550,000,000. 


All but nine states now permit 
life insurance companies to invest 
in common stocks, the exceptions 
being Arizona, Colorado, lowa, 
Michigan, Mississippi, Missouri, 
Montana, Oklahoma and Wyo- 
ming. In some states companies 
have invested as much as 10% or 
more of their assets in common 
stocks, but in most states the fig- 
ure is nearer 2%. The New York 
law permits investment in quali- 
fied common stocks up to 3% of 
total assets, or one-third of sur- 
plus of the insurance company, 
whichever is the lesser amount. 
This would usually work out at 
about 2% of assets. 
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Gross, Rogers and 
Barbour, Smith Merge 


LOS ANGELES, Calif. — An— 
nouncement has been made of the 
merger of Gross, Rogers & Co. 
and Barbour, Smith & Co. and 
consolidation of facilities in the 
present quarters of Gross, Rogers 
& Co. on the ground floor of the 
Jonathan Club Building. 


Lester, Ryons Adds 
(Special to Tue Financia, CHrontciz) 

LOS ANGELES, Calif.—Eugene 
G. Boudin has been added to the 
staff of Lester, Ryons & Co., 623 
South Hope Street, members of 
the New York and Los Angeles 
Stock Exchanges. 
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equivalent to $3.80 per share on 


shares of Common Stock . 
outstanding December 31, 


1951, 


compared with $3.08 per share on 


spending, we can have a recession 
in large parts of the economy. 
(4) The outlook for net profits 
in 1952 is for a further reduction. 
(5) The yield on bonds has 
shown a considerable increase. 
(6) Interest rates will decline 
or, at least, level off, as soon as 
capital and military expenditures 


small loans totaling $430,760,725. 
These loans, averaging $297, were 
used mainly to pay off pre-existing 
debts—not for the production or dis- 
tribution of goods—and therefore 
had little if any inflationary effect. 


1951 net earnings of Beneficial 
Loan Corporation and subsidiaries 
amounted to $12,479,331, setting the 
seventh consecutive yearly record, 
compared with $9,967,255 for the 
previous year. After payment of 


3,091,364 shares outstanding at the 
end of 1950. Cash dividends of $2.00 
per common share were paid in 
1951, as against $1.75 per share in 
1950. In addition, a 5 per cent Com- 
mon Stock Dividend was declared 















































Keeping the family in business dividends on Preferred Stock, this is Dec. 3, 1951 and paid Jan. 31, 1952. 
decline. 
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LOS ANGELES, Calif.—Charles Cash $ 28,786,532 Loans Payable $ 46,832,900 Personal Finance Company 
H. Wilson has joined the staff of instalment Notes Federal income Toxes Ver igh and 90 use Commonwealth 

Receivable $250,482,062 Accounts Payable 4,116,488 
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LOS ANGELES, Calif—Arthur 
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Robert W. Sparks, First Vice- 
*9resident and Treasurer of The 
Sowery Savings Bank of New 
York will speak on his impres- 
ions of a recent tour of military 
ind economic high spots of West- 
rn Europe at the March meeting 
f the Association of Bank 
Women. The dinner meeting will 
ve held today (March 27) at 6 
m., at the Advertising Club, Park 
Avenue and 35th Street, New 
York. Miss Catherine Cleary, 
First Vice-President of the Asso- 
ciation of Bank Women, and Trust 
Officer of the First Wisconsin 
Trust Company of Milwaukee, 
will be a guest of honor. 
# ca > 

M. Scovell Martin, Vice-Presi- 
lent of the Bankers Trust Co. of 
New York, has joined The Legal 
Aid Society‘s annual fund-raising 
drive as Chairman of the Com- 
nercial Banks Division, according 
to an announcement by R. Gordon 
Wasson, Vice-President of J. P. 
Morgan & Co. Inc., who is Gen- 
eral Chairman of the 1952 Cam- 
paign. Mr. Martin is also a 
member of the New York State 
Bar Association. In 1951, The 
Legal Aid Society served an esti- 
mated 50,000 persons who were 
unable to pay even a modest fee 
to a private attorney. A mini- 
mum of $325,000 must be raised in 
the current campaign to meet the 
increasing demand for the serv- 
ices of the organization. 

€ x * 

Horace C. Flanigan, President 
of Manufacturers Trust Co. of 
New York, announces that Clif- 
ford J. Zoller of the bank’s 
Branch Loan Administration has 
been advanced to Assistant Vice- 
President. Mr. Zoller has been 
with Manufacturers Trust since 
1927, and at present makes his 
headquarters at the bank’s office 
at 209 Montague Street, Brooklyn. 
At the same time, it was an- 
nounced that Walter R. Graham 
of the Real Estate Department 
was made an Assistant Secretary 
and Franklin Freeman was named 
an Assistant Trust Officer. Presi- 
dent Flanigan has also announced 
that Charles W. Carvin, President 
of Charles W. Carvin Co., Inc., has 
been named to serve on the Ad- 
visory Board of the bank’s Fourth 
Avenue Office, at Fourth Avenue 
and 27th Street. Prior to the 
formation of his own company in 
1948 Mr. Carvin was Vice-Presi- 
dent and Director of Industrial 
Rayon Corp. 


* * * 


Kenneth C. Towe, President of 
the American Cyanamid Co., has 
been elected a director of the 
Guaranty Trust Co. of New York. 
Mr. Towe has been President of 
the chemical company since Jan. 
22, having succeeded the late Ray- 
mond C. Gaugler, who was also a 
director of the Guaranty Trust Co. 
Mr. Towe is also a director of sev- 
eral companies associated with 
American Cyanamid Co. and of 
the Putnam Trust Co. in Green- 
wich, Conn. Mr. Towe was a Cap- 
tain in the Army during World 
War I, and prior to 1926, when he 
joined American Cyanamid Co., 
he was with the Roanoke Mills 
Co. and the Childs Co. 


% * % 


Charles J. Stewart, President of 
the New York Trust Co., at 100 
Broadway, New York, has an- 
nounced the appointment of 
George R. Macalister, Jr., as an 
Assistant Treasurer. Mr. Mac- 
alister, a member of the Graduate 
School of Banking at Rutgers 
University, Class of ’52, has been 
identified with commercial bank- 


ing since 1935 except for three 
and one-half years in the United 
States Army during World War II. 
He will be associated with com- 
mercial banking activities at the 
Trust Co.’s Madison Avenue and 
40th Street office. 


E. Chester Gersten, President of 
The Public National Bank & Trust 
Co, of New York, announced the 
opening on March 24 of a new 
office of the bank at 682 Broad- 
way. This new 26th Public Na- 
tional office in Greater New York 
is located at Broadway and Great 
Jones Street, opposite West Third 
Street. Heading a staff selected 
for specialized knowledge of and 
experience with the banking re- 
quirements in this area is Eman- 
uel Schwartz, Vice-President, who 
has been associated with Public 
National for more than 25 years. 
Other executives include Barnet 
Port and Jerome Twomey, Assis- 
tant Vice-Presidents, and Nathan 
Levine, Assistant Cashier. The 
new office is equipped to furnish 
complete banking service with 
modern air-conditioned facilities. 


De Coursey Fales, President of 
The Bank for Savings in the City 
of New York, announces that the 
Board of Trustees has appointed 
William J. Clark as Secretary of 
the bank and Ludwig J. Stetka as 
Assistant Auditor. Mr. Clark was 
Assistant Secretary, and has been 
with the bank since 1941. Mr. 
Stetka became associated with 
the bank in 1928 and is the 
Auditing Department. 


* * cd 


Louis A. Scofield, Vice-Presi- 
dent in charge of Westchester 
operations, Consolidated Edison 
Co. of New York, has been elected 
a Trustee of Union Dime Savings 
Bank of New York, according to 
an announcement by J. Wilbur 
Lewis, President of the bank. Mr. 
Scofield, a native New Yorker, 
has been associated with the Con- 
solidated Edison System for 40 
years. He saw active duty in 
World War I, and during World 
War II as a consultant to the staff 
of Lt.-Gen. Brehon Somervell, he 
reorganized the industrial per- 
sonnel division of the Army Serv- 
ices of Supply. 


in 


% % 


The 96th Street office of the 
East River Savings Bank, at 743 
Amsterdam Avenue, New York, 
celebrated its 25th Anniversary 
March 5. The 96th Street office 
was the first of the four branches 
of the East River Savings Bank. 
and is the largest office. As of 
Jan. 31, 1952, the branch had 61.,- 
776 depositors with total deposits 
of $102,625,678.70. The anniversary 
was celebrated at a luncheon for 
15 employees of the bank who 
were working at that office on its 
opening day in 1927, plus two of 
the trustees who then served on 
the board, the first depositor and 
other officials of the institution. 

Construction work has started 
on the main office at 385 Madison 
Avenue of The Manhattan Savings 
Bank of New York, Thomas C. 
Grady, President of The Webb & 
Knapp Construction Corp., an- 
nounced on March 22. The bank’s 
new space, taking in two floors 
and basement, will be ready for 
occupancy Jan. 1, 1953. The bank 
will front on Madison Avenue at 
the southeast corner of Madison 
and East 47th Street and run the 
full length of the street to Van- 
derbilt Avenue. There will be 
entrances from each street in ad- 


Ti 


dition to access from 
lobby at 385 Madison. The facade 
and interior will be modern in 
every respect with stainless steel, 
glass, marble and teakwood being 
used for structural and decorative 
purposes. Willard K. Denton, 
President of the bank, in a recent 
announcement of the signing of a 
$6,000,000 lease on this space said 
the Grand Central-Madison Ave- 
nue midtown section was, in his 
opinion, becoming the banking 
center of the nation. 


the main 


The Central National Bank of 
Mineola, Long Island, N. Y., in- 
creased its capital, effective March 
12, from $505,000 to $600,000, hav- 
ing enlarged it by the sale of new 
stock to the amount of $95.000. 

es * * 


A stock dividend of $127,000 has 
served to increase the capital of 
the First National Bank of Cort- 
land, N. Y., from $510,000 to $637,- 
000, the new capital having been 
made effective March 7. 

As of Feb. 29 the Wellesley Na- 
tional Bank of Wellesley, Mass., 
reported a capital of $330,000, in- 
creased from $270,000 by the sale 
of $60,000 of new stock. 


A proposal to offer to the stock- 
holders of the Peoples First Na- 
tional Bank & Trust Co. of Pitts- 
burgh, Pa., 200,000 additional 
shares of stock of the bank was 
approved by directors Mar. 18, and 
a special meeting of the stock- 
holders will be held on April 7 to 
act on the plans to increase the 
capital, according to Robert C. 
Downie, President. This is learned 
from the Pittsburgh ‘“Post-Ga- 
zette” of March 19, which in part 
also reported: 

“There will be 800,000 shares 
outstanding after the sale. It is 
planned to offer the 200,000 shares 
to stockholders on the basis of one 
share for each three shares held of 
record April 7. The price, to be 
fixed by directors and approved 
by shareholders, will be a mini- 
mum of $40 per share. A total of 
$8,000,000 thus is involved. 

“The plan to increase the capital 
has no connection with the pos- 
sible merger with the Colonial 
Trust Co., Mr. Downie said. The 
joint committee named by the two 
banks has not yet made a report 
with reference to the advisability 
of such a merger. 

“In connection with the proposed 
stock offering, the bank plans to 
enter into an underwriting agree- 
ment with the First Boston Corp., 
Merrill Lynch, Pierce, Fenner & 
Beane and Paine, Webber, Jack- 
son & Curtis. The underwriters 
would purchase any shares not 
subscribed for by shareholders.” 


Advices to the effect that the 
Carnegie National Bank of Car- 
negie, Pa., will become the Car- 
negie office of the Mellon National 
Bank and Trust Co. of Pittsburgh, 
subject to the approval of the 
stockholders of the Carnegie in- 
stitution, appeared in the Pitts- 
burgh “Post-Gazette” of March 19. 
The change is expected to take 
place next month, said the paper 
referred to, from which we also 
quote: 

“Frank Rome, President of the 
Carnegie bank, will become Assis- 
tant Vice-President and manager 
of the new office. John Chonoski, 
Cashier, and Robert A. Gray, 
Assistant Cashier, will serve as 
assistant managers. An advisory 
committee will be formed from 
the present board of directors of 
the Carnegie bank. 


“The Carnegie National Bank 
was organized in 1902 as a suc- 
cessor to the R. P. Burgan pri- 
vate bank that was founded in 
1874. It now has deposits of ap- 
proximately $8,000,000 and capital 
and surplus of $600,000.” 


Aubrey V. Kidd, Cashier of The 
Bank of Virginia, at Richmond, 
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Va., was honored at a meeting of 
the bank’s Richmond staff on 
March 21, on occasion of his 25th 
anniversary of service with the 
bank. He becomes the llth mem- 
ber of the bank’s “25-Year Servy- 
ice Club.” Thomas C. Boushall, 
President, presented Mr. Kidd 
with a pair of silver candelabra as 
a gift of the bank. Mr. Kidd be- 
gan his banking career as a book- 
keeper in 1927. -He became an 
auditor in 1934, an Assistant Vice- 
President in 1945 and Comp- 
troller the following year. He was 
named Cashier in 1947. Since 
1950 he has been Secretary of the 
bank’s board of directors and of 
the Executive Committee. 

The capital of the Northwest 
National Bank of Chicago has 
been increased from $400,000 to 
$500,000, the $100,000 addition 
having resulted from the sale of 
new stock. The enlarged capital 
became operative March 6. 


——_ 
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Otto H. Preus, heretofore As- 
sistant Vice-President of the 
Marquette National Bank of Min- 
neapolis, Minn., has been elected 
Vice-President, Russell L. Stotes- 
bery, President, announced. Mr. 
Preus joined Marquette’s Dept. of 
Banks and Bankers in February, 
1948. In his new senior capacity 
he will continue active in that 
department. Before joining Mar- 
quette, Mr. Preus was Cashier of 
the State Bank of Cokato for nine 
years. Prior to serving with the 
Navy in World War I, he attended 
Luther College, Decorah, Iowa. 
After his discharge in 1919, he 
was associated with Bankers Na- 
tional Bank, Minneapolis, and 
later, with the former Payday 
National Bank. From 1924 to 
1933 he served with the Minnesota 
State Banking Department. Mr. 
Preus has also been an officer of 
the First International Bank, Wil- 
liston, N. D., and Cashier of the 
Peoples State Bank of Cambridge, 
Minn. 
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Northern Pacific 

There is practically no argument 
among rail analysts against the 
thesis that the recent renewed 
bulge in Northern Pacific common 
stock has placed it far above any 
reasonable evaluation as a rail- 
road equity. At last week’s close 
the stock was selling just about 
13 times the 1951 earnings of $6.44 
a share. Moreover, there appears 
to be little reason for expecting 
any spectacular increase in these 
earnings Over the reasonably near 
future. At the present indicated 
dividend rate of $3.00 per annum 
the income return is 3.6%. Here, 
again, there appears to be little 
likelihood of any material increase 
over the visible future. 

The answer to the spectacular 
action of the stock and its rela- 
tively high price-earnings ratio 
lies, of course, in the romance of 
the oil potentialities. At least, so 
far as the public is concerned, 
Northern Pacific today is a rail- 
road in name only and its railroad 
operations are merely incidental. 
Fundamentally it is viewed as an 
oil stock, with the railroad end of 
its business important only tempo- 
rarily as providing the means for 
paying dividends in the interim 
period while the full potentialities 
of the oil and gas are being devel- 
oped. In the opinion of many oil 
men the stock at current levels 
has not even yet nearly discounted 
the oil and gas possibilities. 

Northern Pacific is the most im- 
portant company in the Williston 
Basin in which oil was initially 
discovered just about a year ago. 
Later discoveries, and the vast 
size of the area covered, have 
given rise to the“belief in many 
quarters that this may prove to 
be one of the country’s most im- 
portant oil sections. Northern Pa- 
cific management has estimated 
the company’s holdings in the Wil- 
liston Basin at 3,200,000 acres in a 
belt stretching aeross 50 miles of 
North Dakota and 60 miles of 
Montana. Other competent sources, 
interpreting the Williston Basin as 
being of greater extent, estimate 
the road’s holdings-.at some 4,300,- 
000 acres. Either estimate would 
place the road among the leaders 
in the field, right up with some of 
the most important of the strictly 
oil companies. 

There is still no definite infor- 
mation as to just how and when 
the Northern Pacific oil proper- 
ties will be exploited. Presumably 
it will be some time before the 
road receives any really sizable 
income from this source. Last year 
oil and gas royalties aggregated 
$694,056. This represented a gain 
over the $551,966 realized a year 
earlier but even at that amounted 


to only $0.28 a share on the North- 
ern Pacific stock outstanding. The 
current income, and even the time 
element, appear to cause little con- 
cern to speculators so long as the 
eventual prospects remain so im- 
pressive, and possibly spectacular. 
The magnitude of the eventual 
prospects is obvious when it is 
realized that independent esti- 
mates of 4,300,000 acres would 
work out to 1.73 acres per share 
of stock outstanding. On a per 
share basis this represents by a 
considerable margin the largest 
indicated holdings of any of the 
major oil companies in the field. 
Oil analysts also point out that 
Northern Pacific has another im- 
portant advantage over the gen- 
eral run of oil companies in the 
area. Its acreage is held in fee or 
represented by retained mineral 
rights (including oil and gas) in 
property sold in earlier years. 
Holdings of most of the other 
companies in the area are repre- 
sented by leases. Such leases in- 
volve the expense of rental pay- 
ments, as well as the obligation to 
drill and do a certain minimum of 
development work within a speci- 
fied period. Northern Pacific has 
no lease rentals to pay and no 
drilling obligations. It is in a bet- 
ter position than others, then, to 
watch developments and map out 
its prospective operations without 
making premature or needless fi- 
nancial commitments. Despite the 
fact that the stock is obviously 
relatively way overpriced as a rail 
equity, it still appears as a most 
attractive speculation on oil de- 
velopments in the Williston Basin. 


Otto H. Steindecker 


Otto H. Steindecker, Vice-Pres- 
ident of the New York Hanseatic 
Corporation, New York City, 
passed away at the age of 63 after 
a long itlness. 
Mr. Stein- 
decker, who 
came to New 
York in 1912 
from Ger- 
many, was a 
foreign ex- 
change broker 
here until 
joining the 
New York 
Hanseatic 
Corporation 
in 1926. 

Mr. Stein- 
decker was a 
member of the 
Board of Gov- 
ernors of the New York Security 


Dealers Association and a member 
of the Security Traders Associa- 
tion of New York. 


Otto H. Steindecker 
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By JOHN T. CHIPPENDALE, JR. 


The constructive tone which has been in evidence in the 
government market continues, and it is believed this will prevail 
for a while because the forces that are operating in the money 
markets appear to be pretty well in balance. This means that 
buyers seem to be a bit more aggressive in their purchases while 
sellers have not been inclined to let obligations go until prices 
have nearly reached their levels. There is more give and take 
in the market than has appeared for some time. This has re- 
sulted in greater business being transacted even though volume 
is not enywhere near as large as it was in more normal times. 

The short market is still in a favored position as far as the 
banks and many institutions are concerned. Liquidity prefer- 
ence has not been relegated to the background by a long shot, 
despite some lengthening of maturities. The near-eligible tap 
bonds appear to be getting real attention as well as the bank 
2%s, the longer partials, and the September 1967/72s. 








Demand from Small Buyers 


The government market, both from the long and short ends 
appears to be enjoying a period of buoyancy, with activity also 
showing a tendency to expand. To be sure, the increase in 
volume has not been too substantial, but it has been large 
enough to make an impression upon many operators in govern- 
ment securities, It should be indicated, however, that the better 
volume which has been appearing in Treasury issues, is not due 


to the return of large institutional buyers in quantity. Accord- 
ing to reports, it is the so-called small buyers of government 
securities who are returning to the market, and these purchases, 
when ali put together have resulted in more business being done 
in these obligations. 


Non-Bank Buying Impressive 

The cemand in the longer end of the list has been divided, 
particularly in the restricted issues, with the interest fairly well 
apportioned between the near-eligibles and the June and De- 
cember 1967/72s. The acquisition of the 1952 eligible tap bonds 
has been rather widespread, with fire insurance companies, 
charitable organizations and pension funds reportedly the main 
factors in these operations. There has been both outright new 
money purchases as well as switches into these securities from 
other Treasury obligations. 

The June 2%s of 1959/62 have been giving the 2'%s due 
1962/67 a battle for leadership, but it seems as though the latter 
issue is still able to hold its prime position in the spotlight. On 
the other hand, there has been better buying and a larger inter- 
est appearing in the longest two restricted bonds, with the 
principa) acquisitions being made by private trust accounts and 


pension tunds. The tendency to do both some spot and price 
follow-up buying appears to be expanding. The spot buying, 
however, has not been as extensive as it was some time ago 


because there have been fewer blocks of bonds appearing in the 
market for sale. As to the stepping up of prices in order to get 
desired issues there seems to be a bit more of this going on 
since it has not been possible to get the full amount of the 
needed cbligations without improving quotations. 

The very limited floating supply of the longer Treasury 
obligations is the reason for the improved bids which have to 
be mace here and there in order to bring securities out from 
hiding. Dealers, it is indicated, however, have been making 
attempts at building up positions, but so far these efforts have 
not been carried out with the courage and conviction that now 
is the tire to get involved in an important way with long-term 
inventory. 

Bank Eligibles in Demand 

The bank-eligible Treasury issues have been under accumu- 
lation by deposit institutions from many sections of the country 
with the south, the middle west and southwest banks the im- 
portant buyers of these securities. In this case also, the pur- 
chases, it is reported, have not been large in amounts, but they 
add up, because of the fairly sizable number of institutions par- 
ticipating. The 2%ss, it is reported, have been the prime favorites 
of these institutions, with the 1956/58s, the 1956/59s and the 
longest eligible issue coming in for more than a passing amount 
of attention. The partially exempts, especially the last three 
maturities, have also been weil taken by these banks with some 
competition for these issues coming from the large money center 
institutions, particularly those in New York and Philadelphia. 


New York Broadens Bank Investments 


The passage of the law in New York State to allow savings 
banks to purchase creferred and common stocks will most likely 
have influence upon government securities and state and 
municipal obligations. The net return On preferred and common 
stock will be much better than the yields which would be ob- 
tained in Treasurys and the tax-free obligations. It is indicated, 
however, that the savings banks will not be inclined to rush their 
purchases of stocks. It is believed that preferred stocks will 
make up the bulk of the initial commitments by the savings 
banks. 


an 
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Municipal Bond Club 


Outing June (3th 


David T. Miralia of Halsey, 


Stuart & Co. Inc., President 


of 


The Municipal Bond Club of New 
York, has announced that the 


David T. Miralia 


Fred D. Stone, 


club’s annual outing will be held 
at the Westchester Country Club 
and Beach Club, Rye, N. Y., on 
He also an- 
nounced that Fred D. Stone, Jr., 
of The Marine Trust Company of 


Friday, June 13. 





Jr. 


Western New York has been ap- 
pointed General Chairman. 
Assisting Mr. Stone will be: 
the Finance Committee with 
Philip M. Hiss of the First Na- 
tional Bank of Chicago as Chair- 
man; the Arrangements Commit- 
tee with Gordon B. Duval of the 
Guaranty Trust Company of New 
York as Chairman; the Sports 
Committee with David H. Calla- 
way, Jr., of the First of Michigan 
Corp. as Chairman, and the Pub- 
lic Relations Committee with L. 
Walter Dempsey of B. J. Van 
Ingen & Co., Inc., as Chairman. 


Kelly Named Pres. of 
Curb 14 Century Club 


Edward B. Kelly, Assistant to 
the Vice-President in the admis- 
sions and business conduct depart- 
ment of the New York Curb 
Exchange division of transactions, 
has become President of the Curb 
Exchange Employees Quarter 
Century Club, it was announced 
following the annual meeting. Mr. 
Kelly succeeds Christopher 
Hengeveld, Jr., who is Vice-Presi- 
dent of the exchange in charge of 
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the division of administration. 

Joseph J. Kroll, an examiner 
in the division of securities of the 
exchange, was elected Vice Presi- 
dent of the Club and Joseph R. 
Mayer, director of the finance de- 
partment, has been reelected 
Secretary-Treasurer of the organ- 
ization. 

Mr. Kelly, a life-long resident 
of Brooklyn where he attended 
Cathedral College, started his 
Wall Street career as a page boy 
on the trading floor of the Curb 
Exchange in 1924. Shortly after, 
he was assigned to the admissions 
section of the secretary’s office 
and has been associated with that 
section of exchange administra- 
tion ever since. He is a member 
of the Wall Street Post of the 
American Legion and served in 
the U. S. Army Air Corps from 
1943 to 1945 receiving the Air 
Medal with two oak leaf clusters. 

The New York Curb Exchange 
Employees’ Quarter Century Club, 
organized in 1946, is composed of 
employees who have been on the 
staff of the exchange for 25 years 
or longer. 








ihdiahita of the 1951 Cnnuol port — 


RHEEM MANUFACTURING COMPANY 


Net sales in 1951 of $94,106,957 were the highest in our history. While net 
earnings of $3.78 a common share were slightly lower than in the preceding year, 
the quarterly common stock dividend of 60¢ a share initiated in December, 
1950 was maintained in 1951, increasing the annual rate to $2.40 a share. 
The outlook for 1952 is wholly optimistic. Heavy initial expenses in 
connection with ordnance and aircraft work, the opening of three new 
plants and the installing of six new high-speed lines for lithographed 
“Rheemcote” drums are now behind us. The backlog of our 
defense orders exceeds $100,000,000, and it can be reasonably expected 
that we shall receive an additional $50,000,000 of orders in the 
next few months in view of our increased productive capacity. 
Providing we continue to secure an adequate supply of materials, 
sales of peacetime products this year should equal last year’s record 
high—military production should reach much greater 
volume, and earnings should be at a satisfactory level. 








CURRENT ASSETS 
Cash — 
Marketoble securities 
Accounts receivable (net 
Inventories . 
Preproduction expense or 


Total current assets 


DEOUCT — CURRENT LIABILITIES 
Notes ond accounts payable 
Federal toxes on 


Other 


ncome (est 


rrent 


WORKING CAPITAL 
INVESTMENTS, ETC 


PREPAID ITEMS 


LONG TERM INDEBTEDNESS 
EXCESS OF ASSETS OVER LIABILITIE 


Represented by 
Common stock ($1 par) 

Excess of amounts received over p 
preferred and common stocks 
goins, net from other transact 
stocks of the Compony 

Earnings retained for use in the b 





ons 


CONSOLIDATED FINANCIAL 


December 31, 1951 


2. oe orig 


mated) . 


PROPERTY, PLANT ANDO EQUIPMENT (Net) 


$s. 


42% convertible preferred stock ($100 par) 


or valve 


issued ond 


smess 


NET SALES 








(MILLIONS) 


ORONANCE AND AIRCRAFT PRODUCT$ 


STEEL SHIPPING CONTAINERS 
HOME COMFORT APPLIANCES 


2. 


\y 


| 
alt 


SS 











"on, P 
, 
Wes, A 
POSITION “moc CONSOLIDATED EARNINGS FOR 1951 
oes INCOME 
$| — POs «sie eens ee eee $94,106,957 
13,644,055 Miscellaneous » 2.2 2. & os Ot Oe 406,871 
5 J223 pa 4 
20. 925.530 Total income oo =e . . $94,513,828 
1,517,831 cous 
— Os 
37,640,061 
$37 £40,061 Cost of goods sold . « »« « «+ $74,624,450 
Selling, general and 
$ 8.871.156 administrative expenses 6,577 473 
9 556.463 Interest ° 296,390 
1 657.229 Federal taxes on income 
$20,084 848 jestimeted) . e ¢ « _ 8,765,000 
p Pst ts Totol costs 2 « © © © oe 90,263,313 
17,555,213 
$ 1350473 1951 EARNINGS *-. . ococee « $ 4,290,515 
29,666,303 DIVIDENDS PAIO: 
613,257 
- aww Preferred stock . - $ 280,364 
= 585,446 Common stock . . »« _ 2,458,818 
—eieeren $ 2,739,182 
soeesceee Other charges . 6 oo 164,621 __ 2,903,803 
$ 9,999,000 1951 ADDITION TO EARNINGS RETAINED FOR 
‘ 1,049,030 USE IN THE BUSINESS . . es 3% 1,346,712 
of EARNINGS FOR PAST YEARS RETAINED FOR 
USE IN THE BUSINESS . oe oe os eee 
copies ; ; EARNINGS RETAINED FOR USE IN THE BUSINESS 
11,944,799 AS OF DECEMBER 31, 1951 . 3} eo 6BTR Re 
12,192,617 2 
$35.185 446 Provision for depreciation of plant and equipment 
: charged to earnings, $1,341,113 











For a copy of the Report write the Company af 570 Lexington Ave., New York 22, or Richmond, California 








36 


(1308) 


Continued from page 6 


Majority of Contributors to Forum 
Favor Carothers’ Stand on UMT 


turned to me when we were fly- 
ing between Myitkyina and Bhamo 
and said: “Do you know Major 
the way to end this Burma war 
auickly would be to take out all 
British and Indian troops and put 
in our American boys; it is only 
they who know how to use the 
equipment.” 

In view of the fact that a whole 
British division had had to be 
flown in to remove the deadlock 
on Joe Stilwell’s front, this re- 
mark appeared to me as one of 
the choicest I had heard. 

The history of the jungle war 
in Malaya has also shown how 
little can be achieved by equip- 
ment alone against a determined 
enemy. 

One point I agree with your 
Dean is that six months’ training 
is quite insufficient to make a 
trained soldier. But unfortunately 
“full employment” is a bad re- 
cruiting sergeant—as any Dean of 
Economics should know. The only 
way of ensuring an adequate flow 
of volunteers would be to enhance 
the prestige of army service, and 
in this respect the American forces 
seem to be modeled much more 
on the lines of Continental Mili- 
tarism than the British Army 
which has always attempted to 
build uv the “esprit de corps” of 
the regiments individually. 

One thing which surprised me 
when serving with U. S. Forces 
was the way the army held itself 
up to the most vulgar ridicule by 
putting up such posters as “Don’t 
be caught with your pants down!”’. 


FLOYD P. BAILEY 


President, Santa Rosa Junior 
College, Santa Rosa, Calif. 


[ read Dr. Carothers’ article and 
I am writing to let you know that 
[ agree with it 100%. I think his 
arguments are very logical and 
should be easily understood by 
anyone. 


Cc. E. BREHM 


President, The University of 

Tennessee, Knoxville, Tenn. 

Relative to Dr. Carothers’ arti- 
cle on “UMT—Why It Is a Mis- 
take,”’ I have done some writing 
an this subject myself. There is 
zttached, copy of letter reflecting 
my thinking, which I wrote Mr. 
Russell Thackrey, Executive Sec- 
retary of The Land-Grant College 
Association. 

It does not seem to us here that 
there is any urgent need for 
Universal Military Training at this 
particular time. Furthermore, from 
the long time point of view, it 
would bring to this country the 
same _ implications that similar 
training programs in other na- 
tions, who are now on the dole of 
the United States, have had on 
those nations. 


*Editor’s Note — Extracts from 
Dr. Brehm’s letter are given here- 
with: 

“T am for deferring action on 
compulsory Universal Military 
Training at this time, for the fol- 
lowing reasons: : 


“(1) I do not think the princi- 
pie of compulsory Universal Mili- 
ary Service (which is compulsory 
servitude) except in times of war 
is compatible with our freedoms 
as conceived by the founding 
fathers of this country. 


“(2) From a long time point of 
view, compulsory Universal Mili- 
tary Training can develop the 
same philosophies here in the 
United States, which the United 
States has recently been combat- 
ing in other countries. Nations in 
the past, in preserving their lib- 
erties from a foreign power, have 
Jost their liberties to their own 
Zovernment. Who can tell what 


can happen 25 years from now, 
after ‘the camel has its nose in the 
door’? England is a tragic illus- 
tration of what can happen. 

“(3) The Selective Service at 
the present time is meeting the 
demands from the Armed Services 
for manpower. 

“(4) I do not think at this time 
the additional cost for Universal 
Military Training is warranted. 

“(5) I think we should defer ac- 
tion on Universal Military Train- 
ing until the defense and war 
clouds have clarified somewhat, 
without all the defense talk and 
propaganda, and the tension and 
hysteria that goes with it, in order 
that the public may consider all 
its implications, objectively and 
more deliberately.” 


REVEREND 
LEONARD V. BUSCHMAN, D.D. 
Summit, N. J. 

I am in hearty agreement with 
the position taken by Dr. Caroth-~ 
ers. Practically every major de- 
nomination has taken action 
against the proposed legislation 
which, as Dr. Carothers says, is 
a potential liability rather than an 
asset. 

I am glad that the bill was re- 
jected by the House, and sent back 
to Committee. I hope that it will 
die there, but the proponents are 
crafty and persistent, so we must 
keep up the opposition. 


Ww. C. LAYCOCK 


President, 
Fort Wayne National Bank, 
Fort Wayne, Ind. 


I have read Dr. Neil Carothers’ 
article on Universal Military 
Training with interest, and in va- 
rious respects I am convinced that 
his views are correct. In my hum- 
ble opinion, I have always believed 
that much of our success in the 
past can be attributed to master- 
ing the particular situation as it 
confronts us at the time. It is 
obvious that ability to produce and 
to make scientific use of our natu- 


ral resources has been and will 
be important in protecting our 
country against aggression. As 


Dr. Carothers has emphasized, the 
idea of training a large military 


force will not only impose a ter- 
rific financial burden, but it will 
to some degree, have the effect 
of establishing in the minds of 
those who are subjected to that 


training ideas of soiution. Whether 
they be of an aggressive or de- 
fensive nature, they are very likely 
to be inadequate and inapplicable 
to the particular situation of the 
future, as and when it arises. 

I will not attempt to express 
any further thoughts in this letter, 
but I am taking the liberty of en- 
closing an article which contains 
the comments of one of the staff 
members of our local Chamber of 
Commerce. Some of the thoughts 
and expressions contained in the 
article to which I refer are un- 
doubtedly those of others, but I 
am sure that the member of the 
staff that I mention has also in- 
cluded some of her own thinking, 


which is usually along very sound 
lines.* 


*The article referred to by Mr. 
Laycock, dated Feb. 28, last, is 
reproduced herewith.—Editor. 


An Open Letter to All 
Congressmen: 


“Because we share your deep 
and worried concern about what 
to do on the proposed Universal 
Military Training Bill, we want 
also to share our convictions about 
adequate preparedness in a world 
fraught with explosive potentials. 

“Deep in most of our hearts is 
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the very sickening suspicion that 
this bill is not designed for mili- 
tary preparedness. We are fearful 
of its deception. For the record 
has certainly been one of decep- 
tion, whether or not deception was 
intended. First, we were told that 
the ECA program would save us 
from the burden of rearmament. 
... Then that we had to rearm lest 
the ECA money be thrown away. 

. Then that we had to form an 
alliance to protect our own re- 


armament. Then that we 
had to rearm our new allies. 
And now ? ? ? 


“Only the compounded errors of 
our foreign policy make it pos- 
sible for anyone to present ‘per- 
manent preparedness’ as either 
logical or necessary in America. 
Unless something is done to change 
that policy, we are through. Should 
we now be asked to give more 
money, More manpower, and more 
authority to the same people who 
have led us into the present un- 
tenable position? Should we make 
it easier for them to perpetuate 
their blunders? Extend this col- 
lective diplomatic stupidity with 
an even louder and more confi- 
dent voice, knowing they can 
order a nation of ‘trained youth’ 
to battlefronts to back up their 
erroneous decisions at any time 
and any place they wish to send 
them? Is that adequate prepared- 
ness or is it mass suicide? 

“Preparedness today is the cru- 
cial issue. How can we steer our 
way safely through a_ warlike 
world? This question poses two 
dangers. The first is the old, fa- 
miliar apathy, which mistake was 
made immediately after World 
War Il. The other, and even more 
dangerous, is hysteria which would 
turn America into an armed camp. 
To let fear panic us into over- 
burdening our economy (which is 
the real source of our strength) 
is the worst possible way to pre- 
pare for war. Certainly if we try 
to carry a war burden now and 
for years to come, then if war 
should actually come on some dis- 
tant tomorrow we will be less 
strong because we will have dis- 
sipated our strength. Our enemies 
seem to know this better than we. 

“Why have we won two World 
Wars? Because one Yank could 
lick six other soldiers? Because 
we had more Yanks? Because our 
generals were superior? Whatever 
the legend, we won because in the 
final crisis, when both our allies 
and our enemies were exhausted, 
the reserve strength of the Amer- 


ican industrial economy provided 
the weapon that could not be 
matched. We had a sound cur- 


rency then that could take a tre- 


mendous inflation. We had 
a light tax burden then which 
could be multiplied many times 


without overstrain. We had 
an untrammelled production ma- 
chine then that being free to grow 
had grown rich in untapped re- 
sources. Paradoxically, we 
won because we were least pre- 
pared to win. Could we win today? 

“All will agree that our youth 
should not be sent to fight any- 
where in the world without ade- 
quate training. But will the bill 
provide that? Is it expected in 
six months’ time that our young 
boys will learn something besides 
map reading, how to move in 
groups, first aid, care of weapons, 
signal instructions? These ‘basic’ 
subjects could very easily be in- 
tegrated as a required part of our 
high school or college curricula— 
no salaries, no uniforms, no mili- 
tarism—same results. Don’t you 
believe that some such plan de- 
serves a trial before we commit 
ourselves beyond the point of no 
return? Do you not question the 
educational aspects of this pro- 
gram when there is no indication 
of what is meant by ‘education’? 


“Many Army men themselves 
claim that the use of raw recruits 
is due primarily to the Army’s 
own policy of establishing ‘re- 
placement pools’ of young men 


who do not fit into the ‘Table of 
Operations’ scheme of things—if 
that was true in Normandy on 
‘D’ Day when trained men were 
available, do you believe UMT 
will change this practice? 

“Do you believe the estimates of 
actual savings in the defense pro- 
gram with UMT versus the draft? 
Will you take a second look? The 
draft is, legally at least, a tem- 
porary thing under the control of 
Congress. UMT would be per- 
manent. Each and every year, in 
peace or war, staggering amounts 
will be needed to finance more 
and more regimentation and mili- 
tarism. It is computed that under 
the proposed UMT Bill the total 
number of men in training and 
in reserve forces by 1959 will be 
11,900,000! Do you think it is pos- 
sible to save money on this kind 
of a project? Above all, we must 
remember, too, that the men we 
put under arms are men that can- 
not work. The men we put to 
making arms to supplement this 
program are men who are making 
NOT wealth but goods to waste. 
And much of the arms they make 
for war now will be useless in a 
war that comes much later. Can 
you estimate the total cost of that 
to our economy? ? ? What about 
veteran benefits? Are we to deny 
these to the UMT boys? If not, 
what will be the cost of the in- 
surance programs, the medical 
care and other benefits for at least 
50% of our male population 
within a decade? Is that savings? 
Is it preparedness? Or is it so- 
cialism? 

“In addition to the fact that it 
is completely foreign to American- 
ism, there can be no question that 
we are moving away from a large 
standing army, just as surely as 
we have moved away from the 
sword and the cavalry. The new 
weapons and new elements. of 
warfare are daily taking us far- 
ther and farther away from the 
necessity of a large standing army. 
Have you asked our leading re- 
search scientists if UMT will help 
in preparedness or defense, when 
six months of military training 
today will be antiquated in an- 
other six months? ? ? 

“What about the moral aspects 
of this whole idea? Do you be- 
lieve that having the youth of 
America in camps around the 
country with nothing to do but 
take a few hours of training every 
day is a wholesome thing? The 
very fact that they are at the most 
impressionable of all ages makes 
Or do 
you think that short of actual war, 
Americans can be legislated into 
taking military training seriousy? 

“Has it occurred to you that this 
proposed bill might be part of an 
overall scheme for complete capit- 
ulation of what is left of our free 
economy? Certainly it would es- 
tablish the framework for com- 
plete regimentation, control and 
power. Once that is done, all that 
would be needed are a few wrong 
people in a few right places to 
decide just what these young peo- 
ple will be taught!!! Congress 
and everyone else would be pow- 
erless to stop it then. Is it 
too far-fetched to see another 
Alger Hiss in charge of this pro- 
gram, in view of what has already 
happened? ? What then? ? 

“UMT has always led to war, 
since the beginning of time. Why 
would this be an exception? Did 
years of military training win for 
Mussolini or for Hitler? ? And 
just how do you hope to convince 
the world that we are not war- 
mongers when all of our actions 
belie our words? Even those 
skilled in anti-American propa- 
ganda have hit the jackpot on this 
one—they have instructed those 
who write the Communist diatribe 
to oppose UMT so it will pass! 
Did you know that? ? ? 

*“Militarism is the very antithesis 
of Americanism. It is a basic part 
of the philosophy of dictators 
since time immemorial. As a na- 
tion, should we revert to the 
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things we know have never 
worked, and surrender another of 
the principles on which our coun- 
try was founded? Aren’t we cat- 
apulting into disaster on enough 
fronts now? Nothing in the cur- 
rent situation can possibly alter 
the basic moral, economic and 
American principles involved. May 
you, as spokesman for the Amer- 
ican people, search your own soul 
for the answer. . And may 
God give you HIS guidance in 
reaching a sound decision.” 


HON. RICHARD B. RUSSELL 
U. S. Senator from Georgia 


In the hope that it will explain 
my reasons for supporting Uni- 
versal Military Training, I am 
enclosing a copy of my remarks 
at the time I introduced legisla- 
tion to implement UMT. 


Editor’s Note: In his address 

to the Senate on Jan. 16, 1952, 

Senator Russell said in part as 

follows: 

“These, then, Mr. President, are 
some of the reasons why I and my 
fellow members of the Senate 
Armed Services Committee are 
today sponsoring this proposed 
legislation to implement the uni- 
versal military training program. 
Our reasons for supporting uni- 
versal military training can be 
summed -.up very simply, as 
follows: 

“First, it is fair. It distributes 
equally the burdens of defending 
Our country, and avoids the 
grossly unfair situation in which 
one man May have to fight two 
or even three wars, while another 
never hears the sound of a gun 
fired in anger. 

“Second, it holds out the one 
and only hope of assuring the 
nation an adequate defense with- 
out courting bankruptcy. It is 
true that an adequate defense will 
not be found on the bargain 
counter under any circumstances, 
but neither will it be found in a 
bankruptcy court. 

“Third, in the complex world of 
the atomic age it is the surest and 
best hope of building strength 
while continuing the traditional 
American system of subordinating 
our Military Establishment to ci- 
vilian control. 

“Fourth, it offers a strong yet 
flexible method of raising military 
manpower which can be adjusted 
to the changing needs of the un- 
certain world situation. 

“Fifth, it will establish a regular 
pattern which will give the youth 
of Our nation some opportunity to 
plan their education and careers 
with some degree of certainty as 
to what part of their lives must be 
taken out for military service. At 
present, this planning can be only 
a guessing game. 

“Sixth, in the event of all-out 
war it will avoid the oft-repeated 
tragedy of having American boys 
thrown into the inferno of battle 
without basic knowledge of how 
to use their weapons. In both of 
the last World Wars dire circum- 
stances at times required the em- 
ployment in battle of men who 
scarcely knew how to handle a 
rifle. 

“TI recall after the Battle of the 
Bulge that Senators read here on 
the floor letters about men who 
had had only 10 or 12 weeks of 
training being thrown into the 
effort to stop the German break 
through our lines. For my part, 
Mr. President, I do not want to 
have the blood of a single Amer- 
ican boy on my hands because my 
vote or my effort had denied him 
an opportunity at least for basic 
training. 

“Finally, Mr. President, our 
adoption of universal military 
training will serve notice on the 
mad masters of communism that 


the United States is coldly deter- 
mined to see this struggle through 
to the bitter end. It will be our 
pledge to freedom; the symbol of 
our determination to maintain 
ourselves against the forces of 
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tyranny and aggression; it will be 
proof of our will not to falter— 
never to surrender.” 


RALPH W. McDONALD 


President, 
Bowling Green State University, 
Bowling Green, Ohio 

I agree with Dr. Carothers that 
the adoption at this time of a per- 
manent peacetime system of uni- 
versal military training would be 
a serious mistake. 


HOMER P. RAINEY 
President, Stephens College, 
Columbia, Missouri 
I enjoyed reading Dr. Carothers’ 
article very much and certainly 

agree with his point of view. 


HON. CHARLES R. HOWELL 
U. S. Congressman from N. J. 
Apropos of Dr. Carothers’ arti- 

cle, I feel UMT is necessary and 
am sorry the opponents were suc- 
cessful in sending it back to Com- 
mittee which probably means 
there is little chance for action 
this year. 





R. D. SLOAN 


Dean, College of Engineering, 
Washington State Institute of 
Technology, Pullman, Wash. 


I think Dr. Carothers’ article 
“UMT—Why It is a Mistake” is 
one of the best discussions of this 
important problem that I have 
seen. 


Cc. J. CHANDLER 


President, First National Bank in 
Wichita, Kansas 


Neil Carothers’ article on UMT 
is quite interesting, and I agree 
with him in a number of the con- 
clusions he reaches. 


FRANCIS J. O'BRIEN 
Vice-President, 
The Franklin Life Insurance Co., 
Springfield, Ml. 

Dr. Carothers’ reasoning in con- 
nection with UMT sounds very 
logical to me. I certainly do not 
feel (and I am certain that many 
other Americans do not feel) that 
we should develop into a military 
state. And we all know that the 
military when given the necessary 
power will tend to dominate. The 
scandals in connection with ex- 
penditures which are beginning to 
crop up here and there; the gross 
extravagance and waste; the rigid 
military mind, are all things we 
civilians would like to keep at a 
minimum. 

I liked the article very much. 


THOMAS 8S. NICHOLS 


President, 
Mathieson Chemical Corporation 


The reasons for Universal Mili- 
tary Training are obvious. While 
some of the reasons against UMT 
are certainly obvious, there are 
many more reasons with which I 
gather you are completely famil- 
iar, why UMT should be vigor- 
ously opposed. Advocates of UMT 
have shown, in my opinion, little 
foresight. I agree with Dr. Caro- 
thers. 


WALTER R. REITZ 


Vice-President, Quaker State Oil 

Refining Corp., Oil City, Pa. 

I read with much interest the 
article by Neil Carothers on the 
subject of Universal Military 
Training published in your issue 
of Feb. 2, 1952. The article is ex- 
cellent and I think that your pub- 
lication has done a service to the 
country in circulating it. 


J. E. WEAVER 


President, Pacific Union College, 
Angwin, Calif. 

I believe that Dr. Carothers’ 
article is the best discussion I 
have ever read. It is the sanest 
and best presented article, and I 
am thoroughly in agreement with 
what he says. 

I believe that the adoption of 
UMT by the United States would 
be one of the greatest mistakes 
this country has ever made, 


GROVER KEYTON 


Union Bank & Trust Co., 
Montgomery, Ala. 

I thoroughly agree with Dr. 
Carothers that UMT would be a 
mistake unless we want to make 
of our country a militaristic one, 
Or an armed camp. We nave won 
our previous wars, with the ex- 
ception of the present one, with- 
out UMT, and in my opinion, if 
we would give any enemy we 
might have, all we have, as quick- 
ly as we could, we can continue 
to win them. It seems to me, 
from my limited viewpoint, that 
we are fighting the present war 
with one hand and holding back 
with the other. I also feel that it 
would be a mistake to break into 
the lives of our young men by 
UMT, which would take them out 
of civilian life into something ab- 
solutely foreign to them—learning 
to fight. 

In case of a show-down and in 
defense of our country, I think we 
could all do this pretty well, and 
would not hesitate to do so, even 
including myself, as old as I am— 
65. 

I have right now, one of my 
neighbors, a young man, who can 
not get a job because he is in the 
Reserves, and does not know when 
he will be called. No one wants 
to employ him on this account, 
and he is at a loss to know what 
to do. 


J. D. FARRINGTON 
President, 
Rock Island Lines, Chicago, Il. 


I do not agree with Dr. Car- 
others. 


RALPH C. PRICE 
Greensboro, N. C. 


In connection with Dr. Caroth- 
ers’ article on UMT, I would like 
to contribute some thoughts on a 
related phase of the subject. 

I have thought that the prob- 
lems of war and peace could be 
handled if the world, or the pres- 
ent organization which apparently 
represents the world, the United 
Nations, could be set up as seven 
Commonwealths of Nations re- 
volving around the seven conti- 
nents. Most important would be 
the inclusion of all of Russia in 
the continent of Europe. All the 
islands of the Pacific would be 
included with Australia in that 
Commonwealth of Nations and all 
the islands of the Arctic, Atlantic, 
and Indian Oceans and Mediter- 
ranean Sea would be _ included 
with Antarctica in that Common- 
wealth of Nations. 

Practically all of the islands 
would go in either the Australian 
or Antarctican Commonwealths, 
the determining factor being 
whether or not the island had ter- 
ritorial waters of its own, exclu- 
sive from the mainland of the 
other five continents. There would 
come into being Commonwealth 
territorial waters in addition to 
national territorial waters, It 
seems to me it would be safe to 
say on this basis that the waters 
of the Straits of Gibraltar and the 
waters of the Suez Canal and Red 
Sea and Gulf of Aden and the 
Arabian Sea would be considered 
territorial waters of the Antarc- 
tican Commonwealth of Nations. 
In this way the United Kingdom, 
which would be a nation of the 
Antarctican Commonwealth, 
would have its interest preserved. 
The Panarna Canal would revert 
back to the Republic of Panama, 
but since Panama would be a 
nation of the North American 
Commonwealth, the interest of the 
United States would be protected. 
Alaska would be a nation of the 
North American Commonwealth 
and Hawaii would be a nation of 
the Australian Commonwealth. 
The interest of these two terri- 
tories would be better served than 
at present because they would 
then have self-rule. 

The trouble in Tunisia right now 
represents one of the great prob- 
lems in the world today and that 
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is the lack of self-rule by a great 
many nations. In fact, the United 
Nations document on human rights 
states that every individual is en- 
titled to a nationality. The matter 
of self-rule by the various conti- 
nental areas is also important. 
Why should the United States and 
England try to regulate matters 
outside of their respective spheres? 
If these 


seven Commonwealths 
were set up, it would not be nec- 
essary for one nation to hold 


dominion over another nation in 
another area because each Com- 
monwealth of Nations could han- 
dle its own affairs. In this way, 
the United States could have kept 
out of the Korean War. The Ko- 
rean matter would have been han- 
dled by the Asiatic Commonwealth 
of Nations. Outside interference 
by the other Commonwealths 
would be made by the other mem- 
a Commonwealth could not han- 
dle its own affairs. 

You might say on this basis that 
the European Commonwealth of 
Nations could not handle Russia. 
The only way to handle any re- 
bellious nation against the estab- 
lished order, or proposed order, is 
to disarm that nation. Law and 
order could not be established 
within any given nation unless the 
government of that nation had the 
power to disarm the individual 
citizens of the nation. The same 
is true of any world order of na- 
tions. This might lead to war, but 
it would be a war with a worthy 
objective and one of permanent 
effect, and that is of disarming an 
unmanageable nation. It would at 
least start off by being a non- 
global war in that the first effort 
woud be made by the other mem- 
bers of a Commonwealth to dis- 
arm the rebellious nation. If they 
needed help, the other Common- 
wealths could be called in as 
needed, even though it took all 
six of the remaining Common- 
wealths to accomplish the purpose. 
It would avoid the futility of past 
wars which seem to have had no 
worthy objective. It would be a 
war directly aimed at peace 
beyond any shadow of a doubt. 


WILLIAM A. ROBERTSON 
East Orange, N. J. 


Professor Carothers has done us 
an immense service, and has 
placed us all in his debt by his 
crushing declaration against the 
folly of any plan for Universal 
Military Training. With diffi- 
dence, I venture to add the fol- 
lowing considerations: 

(1) Military training inevitably 
lends itself to habits of life which 
are arbitrary and thoroughly un- 
suitable for the citizen of a re- 
public. The habit of expecting 
implicit obedience to orders tends 
seriously to disqualify one for use- 
fulness in civilian life, even 
though some few military men 
manage to escape its bad in- 
fluence. But the danger is an 
ever-present one. 


(2) Conversely, the habit of 
rendering unquestioning obedience 
to every order issued is equally 
pernicious to those who must 
exercise their rights and bear re- 
sponsibilities under a_ constitu- 
tional government. Many vicious 
practices by government officers 
have been frustrated because 
some one had the nerve to refuse 
to obey. Opposition is the life of 
free institutions. 

(3) Training in the art of how 
to destroy human life is the last 
thing in the world that should be 
impressed upon an American lad. 
It is destructive of those fine 
qualities for reverence and high 
aim in life without which men 
rapidly settle down to become 
coarse and brutal, with utter dis- 
regard for the _ sacredness of 
manhood and decency. 

(4) UMT would add hugely to 
the cost of government, just when 
it has become indispensable to 
reduce it effectively. Taxation 
is swallowing up so much of pro- 
duction that the worker loses the 
results of his labors: witness the 


huge tax bills paid by our corpo- 
rations. 

(5) Few influences are more 
unsettling to a youth than a taste 
for military life, with its habits 
that lead to drunkenness and dis- 
taste for hard and steady work. 


ROSCOE GIFFIN 


Professor of Sociology, 
Berea College, Berea, Ky. 

The article by Dr. Carothers 
contains an excellent analysis of 
the economics of manpower in 
relation to UMT. He has pointed 
out accurately the weaknesses of 
the arguments on both sides of 
this issue. 

It seems to me that the em- 
phasis he has placed on the ques- 
tion of equipment and technology 
is particularly important. I cer- 
tainly would agree that modern 
warfare depends on these matters 
rather than military training. If 
you have not done so already, I 
hope you will make this article 
available to our Congressmen, for 
the issue may possibly arise again 
before this session of Congress. 

My own personal objections to 
what Dr. Carothers has to say on 
this subject come from the fact 
that he is placing emphasis pri- 
marily on the preparation for war. 
I have no objections certainly to 
expansion of technology, but I 
think that we have got to find a 
way in which it can be turned 
primarily in the direction of 
human welfare and betterment 
rather than towards destruction. 
To this end, it seems to me what is 
called for and what is not now 
being done in adequate measure 
is to focus our research and policy 
efforts on the ways whereby we 
can reduce the tensions among 
nations which lead to war, For 
every hour of labor, for every 
dollar spent on this problem, I 
suspect there are a million hours 
and a million dollars being spent 
in the development of the instru- 
ments of warfare, I see no reason 
why we should expect peace when 
most of our efforts are directed 
toward preparing for war. 


HON. THOMAS B. CURTIS 
U. S. Congressman from Missouri 

I am very much interested in 
Dr. Carothers’ views, for it is ap- 
parent that he has given the 
matter a great deal of careful 
thought and has analyzed his case 
very effectively. 

Thinking that you might be in- 
terested in it, I am enclosing a 
copy of a speech which I made 
on the floor of the House of 
Representatives on this subject.* 





*Text of Congressman Curtis’ 
address of Feb. 29 concerning 
UMT is reproduced herewith.— 
Editor. 

Mr. Chairman, I do not know 
whether I can contribute any- 
thing to the discussion of H. R. 
5904 in 10 minutes, or not. So 
much has been said, and so elo- 
quently on both sides, that ! 
would be presumptuous to restaf: 
any arguments already advanced. 
I became convinced, if I had not 
already been convinced, of two 
things, one thing from each si 
of the debate. 

First, that universal militar 
training is contrary to the iceals 
upon which this country was 
founded and is dangerous to tne 
national character of future 
America. 

Second, that it is necessary for 
this Republic to provide a corps 
of trained reserves if it is to 
proceed without unbearable ex- 
pense and yet adequately provide 
for the defense of the Republic. 

Now, I am basically opposed to 
H. R. 5904 because I do not ac- 
cept the philosophy of the Chair- 
man of the Armed Services Com- 
mittee, that there is no way to 
provide an adequately trained 
reserve without resorting to the 
plan advanced by H. R. 5904, or a 
system of universal military train- 
ing. 
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Indeed, I think it is with poor 
grace that the chairman of this 
committee states that there is no 
middle ground inasmuch as he 
was the main promulgator of the 
scheme which turned over th- 
constitutional obligation of the 
legislative branch of government 
to study and write the legisiation 
on this subject to the executive 
branch of government. 

Nor am I impressed with the 
study of the Executive Commis- 
sion and the legislation written 
by this Executive Commission on 
the subject. I note, first, that the 
Commission called only the wit- 
nesses they desired to call. I 
note, second, that the testimony 
of these witnesses is confidential 
and so unavailable to this body 
for consideration in determining 
our course of action. Third, I 
note that, though the subject 
under consideration was training 
of boys around the age of 18, only 
two of all the witnesses appearing 
before the Commission were in 
the field of general education. 
None were in the field of trade 
school, industrial school, or any 
of the multitudinous fields of 
technical training which exist in 
our civilian society. 

I can hardly regard the studies 
made either by the committee of 
the House or the Executive Com- 
mission either detailed or compre- 
hensive. In fact, the studies are 
so completely inadequate that no- 
where is there a study of or an 
attempt to even define what basic 
military training is. 

It was basic military trainiag, 
incidentally, that was supposed io 
be provided for by the Commis- 
sion. I asked last April in my 
speeches on the floor of the House 
what basic military training is and 
got no answer. There still is no 
answer. Well, if the commitiee 
Or the Commission either one had 
attacked fundamental definitions 
and given the slightest considera- 
tion to the subject about which 
they were supposed to be con- 
cerned, I am satisfied that the 
middle course would be as ap- 
parent to them as it was apparent 
to former Secretary of Defense 
Forrestal, Admiral Ben MoreelJ, 
other military leaders and, yes, 
even a Congressman like myself. 

In attacking the problem of any 
training or educational program, 
the very first matter that must be 
considered is what do you want 
to train or educate for. 

So, I ask the simple question 
which remains unstudied and umn- 
answered, What are the skills 
needed in the corvs of trained 
reserves as of 1952 and as best we 
can project the needs into the 
immediate future. 

Right off the bat anyone who 
knows the simplest thing about 
modern warfare as it appeared in 
World War II and as it appears 
even more so in 1952, knows that 
the great bulk of the personne! in 
the Armed Forces must perform 
specialized and technical jobs 
which in essence are noncombat 
in nature. Estimates may vary, 
but middle estimate is that 90% 
of those in uniform in the iast 
war were engaged in noncombat 
activities. Only 10% were com- 
bat troops. 

If this figure is anywhere near 
correct, we are immediately pre- 
sented with the fact that only a 
very small portion of our re- 
serves need combat training. So 
a great deal of the oratory spent 
in the debate to the effect that we 
must prepare our youth to defend 
themselves is largely beside the 
point. Of course, we must pre- 
pare the 10% who might be en- 
gaged in combat activity—and I 
might say, only the military 
establishments are qualified to 
train them in combat activity— 
not, I might state, a civilian com- 
mission. 

But, the big question, Who is 
to train the 90% in the technical 
skills? Look at the list in the 


Commission report of the skills 
Continued on page 38 
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Majority of Contributors to Forum 
‘ Favor Carothers’ Stand on UMT 


that the Army, Navy and Air 
Force intend to train this 90% 
under the guise that it is military 
training. With only two possible 
exceptions, every one of these 
skills are civilian skills which our 
civilian enterprises have been 
training personnel in for years. 
The military are not educators or 
trainers. Our civilian enterprise 
includes our professional edu- 
cators and trainers. Obviously, 
the best ones to train personnel in 
technical fields are those who are 
professionally trained and 
equipped to do it. 

Let the military do a job analy- 
sis of the technical skills they 
need and the number of each they 
need in the event of mobilization. 
Civilian enterprise can provide it 
for them. 

In essence, this whole matter 
comes down to whether you be- 
lieve General Hershey’s expres- 
sion of the military establish- 
ments’ philosophy when he says— 
page 195 of last year’s hearings: 

“I would say that in the Armed 
Forces and in the Navy, as I have 
Observed them, no matter how 
much they talk about skill, what 
they want is a young, smart boy, 
because they can teach him much 
easier than they can unteach 
many who come in with a lot of 
so-called skills, but they gener- 
ally have (a) a skill which is of 
doubtful value, unless modified, 
and, (b) a desire to participate 
only with the skill they have. If 
there is anything else to be done, 
they want somebody else to do it. 
I believe that you just about got 
to build armies and build navies 
and build air forces by taking 
people who have capacity and 
teaching them what you want 
them to know, because unfortu- 
nately, by and large, in our civil- 
ian life the type of man we need, 
and that is the fighter, is only 
there as an avocation and not as 
a vocation.” 


I do not believe it and when I 
consider that one of the sorriest 
jobs performed in World War II 
was by the Military Establish- 
ments in matching civilian skills 
with military skills, I am doubly 
unimpressed. The Seabees, inci- 
dentally, was the one branch that 
proceeded on the opposite of 
General Hershey’s philosophy and 
what a performance they put on. 

I have only been able to sug- 
gest a few of the basic matters 
which must be studied in order 
to provide the answer to what the 
Chairman presents as an insoluble 
djlemma. It is hardly insoluble. 
As I said in April, there is plenty 
of time to do the job if the Armed 
Services Committee really has a 
will to do it. Let us first get our 
reserve program set up. Then let 
us figure out how to keep it filled 
with trained personnel, utilizing 
the civilian institutions which are 
already available for this purpose. 

I favor recommitting the bill: 
however, I believe that, under the 
circumstances of past perform- 
ance, the matter should be re- 
ferred to the Committee on Edu- 
cation and Labor instead of the 
Armed Services Committee. Af- 
ter all, we are talking about 
education and training, and 90% 
of this training, or at least an 
extremely high percentage of this 
training, is not military —it is 
civilian. 

M. FOREST ASHBROOK 


Executive Director, The Ministers 
and Missionaries Benefit Board 
of the 
American Baptist Convention, 
New York City 

Dr. Carothers’ article, “UMT— 
Why It Is a Mistake,” seems to me 
the best thing I have read on the 


subject. A good deal of the dis- 
cussion pro and con that has gone 
around the country has been on a 
somewhat emotional basis. It is a 
real contribution to have as care- 
ful a logical and factual approach 
as this article makes. 

I wish I might have half a dozen 
copies of this article if they are 
available to pass on to others. 


CRAWFORD H. ELLIS 


President, Pan-American Life 
Insurance Co., New Orleans, La. 

My views are entirely in ac- 
cordance with those of Dr. Ca- 
rothers. We have been getting 
along without UMT for nearly 200 
years and I think we can con- 
tinue to dq so. Aside from this it 
creates another source of expense 
for the politicians to dispose of 
our money which is now being 
wasted in every direction. We 
cannot stand any more taxes and 
no one would have ever thought 
that we would have the outrage- 
ous taxes that we now have in 
peacetime. 


HAROLD W. TRIBBLE 


President, Wake Forest College, 
Wake Forest, N. C. 

Relative to the article by Dr. 
Neil Carothers, I felt greatly re- 
lieved this week when Congress 
voted down the Vinson UMT Bill. 
I was in the House gallery while 
a good part of the debate was go- 
ing on. Then when I returned 
home I read in the papers the re- 
port of the vote. 

It is my conviction that this is 
not the time for Universal Mili- 
tary Training. 


HOWARD B. BISHOP 
President, 
Human Engineering Foundation, 
Summit, New Jersey 


The article on Universal Military 
Training by Dr. Neil Carothers 
has been read with much interest 
and I agree with Dr. Carothers 
that the passage of the bills on 
this subject now before Congress 
would be a sad mistake. 


HAROLD W. REED, TH. D. 


President, 
Olivet Nazarene College, 
Kankakee, Illinois 


I am greatly interested in this 
question of UMT and feel that 
it would be a sad mistake if our 
nation ever adopted this program. 


JOHN L. KNIGHT 


President, 
Baldwin-Wallace College, 
Berea, Ohio 


Just a note on Dr. Carothers’ 
article regarding UMT. It is well 
written, and I agree with it in 
principle. UMT will certainly not 
promote the nation’s security in 
the long run, nor can its expense 
be justified. Basically, the adop- 
tion of UMT would place dispro- 
portionate power in the hands of 
the military, and would place a 
disproportionate emphasis on ma- 
terialistic power. The future se- 
curity of the nation depends 
neither solely nor basically on 
either. 


RT. REV. 
MIDDLETON S. BARNWELL, 
D. D. 

Bishop, Diocese of Georgia 
Protestant Episcopal Church, 

Savannah, Ga. 
I am entirely in sympathy with 
Dr. Carothers’ views regarding 
universal military training. 


HON. GEORGE SMATHERS 


U. S. Senator from Florida 


_ Relative to Dr. Carothers’ ar- 
ticle on UMT, I am enclosing a 
copy of a letter I have written to 
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my good friend Rev. John H. 
Haldeman, Pastor, Allapattah Bap- 
tist Church, Miami, Fla., which 
reflects my sentiments on this 
subject. 
Editor’s Note: In his letter 
to Rev. Haldeman, Senator 
Smathers stated as follows: 


“Anyone who would care to 
look into the present program of 
military preparedness would be 
impressed by the unfair and un- 
American system of calling men 
into the service. The burden of 
the present conflict is falling once 
again on the same shoulders that 
carried the fight in World War II. 
The Armed Forces are regularly 
calling back for the second time 
thousands of young men who, 
have, since World War II estab- 
lished families, entered into busi- 
ness and upon jobs, and are busy 
paying for homes. This practice 
of breaking up the families of 
these men who have already 
served seems to me a much more 
undesirable practice as far as 
religion, morals, and home are 
concerned, than would be a pro- 
gram of taking young men 18 and 
19 who have never served and 
training them for six months. 
UMT is the only program which 
will stop the tragic consequences 
now resulting, and eliminate the 
inequities and inequalities which 
now exist. It will be less disrup- 
tive of educational pursuits and 
home life than present draft and 
regular duty. 


“The first President of the 
United States said that this coun- 
try should depend for its detense 
upon a relatively small profes- 
sional army and a large reserve of 
citizen soldiers, pointing out that 
a large professional army is both 
expensive and dangerous. The 
wisdom of that statement becomes 
more clear daily as we observe 
the tremendous appropriations 
now required to maintain our 
large standing army. 

“Many of us see this issue as 
the choice between _ security 
through UMT or national bank- 
ruptcy. To keep a corporal on ac- 
tive duty for a year costs approxi- 
mately $3,500. To keep that same 
corporal in a reserve status with 
an annual two weeks refresher 
course costs only $434. His original 
six months training is estimated 
to cost less than $1,000. UMT will 
give us security at a price we can 
pay.” 


IRWIN J. LUBBERS 


President, Hope College, 
Holland, Michigan 


I have been writing and speak- 
ing on this subject for some time 
in very much the same vein as 
Dr. Carothers. To repeat his argu- 
ments would not be of any value 
to you. Permit me to say that he 
has stated the facts in a very con- 
vincing manner and I am indebted 
to him and to you for giving me 
this additional ammunition. 


JAMES H. HALSEY 


President, 
University of Bridgeport, 
Bridgeport, Connecticut 


I share Dr. Carothers’ viewpoint 
that UMT is not the answer to 
our military problems. Dr. Caro- 
thers approached his objections 
in a different way than others I 
have heard to date, with his em- 
phasis on the economic factor and, 
therefore, I was especially pleased 
to get this new viewpoint. 


RT. REV. THOMAS CASADY, 


S.T.D. 
Bishop, Diocese of Oklahoma, 
Oklahoma City, Oklahoma 


I have read the article by Neil 
Carothers on UMT and passed it 
on to my associate who has read 
it. 

The article contained a view- 
point with which I had been un- 
familiar, so I am pleased to have 
seen it. 


CARL F. REUSS 


Executive Secretary, Board for 
Christian Social Action, 
American Lutheran Church 


I read with great interest the 
article by Neil Carothers on Uni- 
versal Military Training. It seems 
to me that Dr. Carothers has ably 
pointed out the many weak- 
nesses in the proposal. It simply 
would not do what it is repre- 
sented to do, and thus is in many 
ways, as the “Christian Century” 
called it, “a gigantic hoax.” 

I am glad to see a publication 
of your standing giving expres- 
sion to these views on so impor- 
tant a problem. 


STEPHEN B. SEVERSON 


President, Republic Light, Heat & 
Power Co., Inc., 
Buffalo, N. Y. 


Relative to Dr. Carothers’ ar- 
ticle, I agree that UMT would be 
a mistake as I would not like to 
see our country become too mili- 
taristic. I think there are other 
ways this could be done without 
the tremendous continuous ex- 
pense. 


HENRY R. SIMS 


President, Winthrop College, 
Rock Hill, South Carolina 


I do not agree with Dr. Caro- 
thers’ conclusion, as I believe 
some form of universal military 
training is necessary for our self- 
defense, and is the. democratic 
way of handling the induction of 
necessary young men into the 
armed forces. 


A. T. KEENE 


President, 
Indiana Technical College, 
Fort Wayne, Ind. 


I was very pleased with Dr. 
Carothers’ well-worded message 
that UMT would not fulfill its 
purpose of providing national se- 
curity and would, in fact, endan- 
ger national security by diverting 
men and money which should go 
into essential manufacturing. The 
article appears to be non-techni- 
cal, but economically and histori- 
cally significant. 


WALTER D. HEAD 


President, Bergen Junior College, 
Teaneck, N. J. 


I remember Dr. Carothers very 
well from his long period of ser- 
vice at Lehigh University and I 
have always had a very keen re- 
spect for him. My reaction to his 
article is excellent, particularly 
the last part. I feel that before 
we go into Universal Military 
Training we should have a much 
clearer explanation from _ the 
Armed Services as to what they 
propose to do with all these young 
men when they get them. As Dr. 
Carothers points out, what pos- 
sible use is there for an army ot 
four million men? We were very 
glad when the House of Repre- 
sentatives voted to send the Uni- 
versal Military Training bill back 
to Committee and I have ventured 
to send Dr. Carothers’ article to 
Mr. Frank Osmers, one of our 
local House members. 


FRED T. MITCHELL 


President, 
Mississippi State College, 
State College, Miss. 

Unquestionably Dr. Carothers 
presents a point of view which 
cannot be overlooked. I am par- 
ticularly interested in the sugges- 
tion he makes at the end of the 
article concerning the long-time 
measure for the Military Academy 

and Naval Academy programs. 


RUFUS C. HARRIS 


President, Tulane University 
New Orleans, La. 


I have written and expressed 
my views many times similar to 
those of Dr. Carothers that UMT, 
if it is necessary, is a necessary 
evil, and I do not believe it 
necessary. 


1S 


Rev. CHARLES S. CASASSA, S.J. 


President, Loyola University 
of Los Angeles, Calif. 


I have read with interest Dr. 
Carothers’ article on UMT. I think 
that he has hit at the key weak- 
ness of the proposed bill. He has 
shown, I think, that UMT is not 
necessary for the security of the 
country and that in fact it would 
weaken us seriously from an eco- 
nomical standpoint. I think that 
most people realize that six 
months’ training is not adequate. 
If UMT were introduced, it would 
then become necessary to extend 
the period of training at greatly 
increased cost. If the period were 
extended, I do not see that it 
would be any improvement on the 
present Selective Service plan. In 
time of emergency, Selective Ser- 
vice seems to be adequate, and 
in time of peace UMT does not 
seem to be necessary. 


MOTHER M. AGATHA 


President, 
Xavier University of Louisiana, 
New Orleans, La. 


I read Dr. Carothers’ article on 
UMT with a great deai of interest. 
I agree heartily with the views 
expressed by Dr. Carothers. 


RICHARD A. FROEHLINGER 


President, 
The Arundel Corporation, 
Baltimore, Md. 

I agree whole-heartedly with 
Dr. Carothers and am happy to 
say that our morning headlines 
say “House Shelves Universal 
Military Training Program.” 


HUGH MORROW 


Chairman of the Board, 
Sloss-Sheffield Steel & Iron Co., 
Birmingham, Alabama 


Dr. Carothers’ contribution to 
this all important subject is the 
most sensible one that I have seen 
or heard. I am in complete agree- 
ment with his conclusions, and the 
unanswerable way in which he 
has reached them. His article de- 
serves the widest circulation and 
I trust will receive it. The coun- 
try at large needs to be told as he 
so ably tells it. 

I wish you would be _ good 
enough to send to me 20 or 25 re- 
prints for distribution among my 
Alabama acquaintances, together 
with a bill covering the costs of 
same. 


H. C. MURPHY 
President, 
Burlington Lines, Chicago, Ill. 
Dr. Carothers has made a good 
case against the UMT and I share 
his apprehensions. 


H. T. PRITCHARD 


President, 
Indianapolis Power & Light Co. 
My views on UMT are opposed 
to those of Dr. Carothers and 
practically identical with those of 
Mr. Robert Ruark as expressed in 
his syndicated column of March 3. 


HON. PAUL F. SCHENCK 
UL. S. Congressman from Ohio 


As you know, the universal 
military training bill was recom- 
mitted to the Armed Services 
Committee on March 4. Many of 
the arguments against it, present- 
ed by Dr. Carothers, were dis- 
cussed on the Floor of the House. 
However, I think his treatment 
presents one of the most succinct 
and Jogical developments of the 
arguments against universal mili- 
tary training that I have seen. 


EDWIN 8S. BURDELL 


President. 
The Cooper Union for the 

Advancement of Science and Art 

Dean Carothers’ article on 
“UMT—Why It Is A Mistake” was 
of particular interest io me, even 
though I cannot subscribe to his 
conclusions. 

I am enclosing a reprint of the 
introduction to my last annual re- 
port,* which sets forth my own 
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thinking on this problem at some 
lengih. You are at liberty to use 
any quotation from it in “The 
Commercial! and Financial Chroni- 
cle.” 

*Editor’s Note: The follow- 
ing is an extract from Dr. 
Burdells refort which was for 
year ended June 30, 1951: 


“Indications at this writing are 
that UMT's initial military train- 
ing will last four to six months, 
which would not constitute a seri- 
ous break in students’ education. 
A plan apparently favored by all 
four service branches proposes 
six-months’ training programs in 
camp or aboard ship, of which the 
first portion would be devoted to 
basic individual military training 
and the second portion to training 
in small units or in technical mili- 
tary specialties. This ‘four-serv- 
ices plan. which at this writing 
seems likely to be acceptable to 
Congress, then contemplates that 
the trainee would be fed into some 
reserve unit for service as distinct 
from training, becoming a mem- 
ber of the so-called ‘ready-reserve’ 
of his particular service branch 
for a three-year period. After 
completing his six-months’ initial 
training, a man could meet this 
‘ready reserve’ commitment by 
membership in the ROTC, in the 
National Guard, in a special train- 
ing program, or by enrolling for 
education in medicine, dentistry, 
science, or engineering, which 
would qualify him in some im- 
portant technical or professional 
specialty vital to a possible all-out 
war emergency. Following this, 
he would become a member of the 
‘stand-by reserve’ unless he re- 
quested his continuance in the 
‘ready reserve’ and ultimately he 
would become a ‘retired reserve.’ 
Membership in any one of these 
reserves would not involve active 
military service, except that the 
President could call up the ‘ready 
reserve’ and an act of Congress 
could call up the ‘stand-by’ and 
‘retired reserves.’ 

“The four-services plan de- 
scribed above provides the op- 
portunity for professional students 
to complete their training. The 
student so qualified would be per- 
mitted to count his professional 
education as his three years of 
‘ready service.’ Furthermore the 
four-services plan seems to me 
to be reasonable because the edu- 
cational break would be for only 
six months.” 


WILLIAM B. RUGGLES 


Editor, Editorial Page, 
“The Dallas Morning News” 


I do not find myself entirely in 
agreement with Dr. Carothers, al- 
though I think in the main his 
premises are sound, especially as 
to the fact that wars will no 
longer be won by great armies 
on foot. Nevertheless wars are 
going to have to be fought by 
armies on foot and they are only 
successful when trained. 


A very good case can be made 
out for the deficiencies of our 
armed forces in training troops. a 
record that would hardly recom- 
mend them for putting the UMT 
draftees in the best shape for war. 
For instance, I was a combat of- 
ficer in World War I, but prac- 
tically all my training for that job 
occurred between World War I 
and Ii. In World War II I spent 
most of my time in logistical serv- 
ice and I got all my training for 
that operation between World War 
II and retirement. And I know of 
a great many cases that could 
duplicate that. Nevertheless, I 
would have been very grateful in 
both instances for a lot more 
training than I had ever had in 
either when I was actually called 
upon to do the work. Like most 
any other American, I regretted 
very much the necessity to go 
into military training. 


I feel a great deal of hardship 
is laid on a great many young 
men who have taken out the best 
part of their lives for hard and 


unwelcome service. But I do feel 
they are all the better off, in the 
event of war, for any training 
that they get. 

Dr. Carothers wants to know for 
what a pool of reserves would be 
trained. (1) Certainly experience 
suggests that they would be 
trained at least in the rudiments 
of how to be soldiers. (2) I do 
think that UMT would save both 
lives and time in case of war, in 
spite of skepticism, but this pre- 
supposes good training program. 

(3) Certainly a system could be 


used to utilize our man power 
more efficiently. I don’t think 
that his counter question is @n 


adequate answer to the argument 
that we can divide the burden of 
war democratically. My own an- 
swer is that it looks as if the “needs 
must when the devil drives.” 


EVERETT M. CHANDLER 
Dean of Students, California State 
Polytechnic College, 

San Luis Obispo, Calif. 

I think Dr. Carothers’ article is 
an excellent analysis of the UMT 
problem. Perhaps I feel this way 
because I have been expressing 
some of the ideas outlined by Dr. 
Carothers, but not nearly so force- 
ably or well as they are stated in 
this article. 


E. W. HOLLMANN 


Assistant Treasurer, Outboard 
Marine & Manufacturing Co., 
Waukegan, Ill. 

Dr. Carothers’ article “UMT— 
Why It Is a Mistake” is very in- 
teresting and certainly seems to 
be the sensible approach to this 
great problem of the day. 

It seems that the taxpayers will 
be called upon to spend additional 
billions of dollars each year if the 
UMT program is placed into ef- 
fect, without obtaining the desired 


results. As a matter of fact, it 
appears that such action would 
play directly into the hands of 


the Communists in their desire to 
bankrupt this country, which is 
possibly the only way they can 
accomplish their aims. 


HAROLD C. LETTS 


Secretary for Social Action, 
The Board of Social Missions of 
The United Lutheran Church 
In America, Inc., 

New York City 


I like Dr. Carothers’ emphasis 
very much on the failure of UMT 
to provide for national security. 
It is an emphasis I tried to make 
in preparing the Statement adopt- 
ed by our Board of Social Mis- 
sions, a copy of which is enclosed.* 
I hope that you will continue to 
emphasize this issue particularly, 
stressing the fact that Universal 
Military Training 





cannot con- 

tribute to the security of our 
country. 

* Editor’s Note — Extracts from 


the Statement in question entitled 
“World Peace and Universal Mili- 
tary Training.” dated Dec. 7, 1951, 
are reproduced herewith: 

“(1) We believe that at the 
governmental] level the best hope 
for peace lies in strengthening the 
United Nations as an instrument 
of collective security and of crea- 
tive development in world health, 
agricultural and _ industrial life, 
and moral and political strength. 

“(2) We recognize that in the 
present world situation the United 
States has decided to rearm in 
order that measures of collective 
security may be undertaken by 
the United Nations. Some form of 
draft appears to be necessary to 
achieve that end. 

“(3) -We are convinced that 
Universal Military Training is not 
the best way to advance the above 
policies. 

“(a) The decision to raise and 
maintain standing military forces 
of from three-and-a-half to four 
million men will make it impos- 
sible to undertake UMT on any- 
thing more than a token basis.! 





1 See pp. 37 and 70 of Commission Re- 
port: UMT Foundation of Enduring Na- 
tional Strength. 
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All available young men will be 
required for the regular services. 
Each of the armed services is 
planning its UMT program on the 
basis of one instructor to every 
two trainees. Again an existing 
manpower shortage will be com- 
plicated by the initiation of this 
program. In a time of shortages 
of building materials and military 
material, UMT will create a fur- 
ther drain for its new facilities. 

“(b) The training program out- 
lined by the National Security 
Training Commission continually 
emphasizes that the six months of 
UMT can only serve as an orien- 
tation period for military life, in- 
culeate the sense of responsible 
citizenship, and lay the ‘elemen- 
tary’ basis for further detailed 
training in the reserves. In itself 
it will be ineffective as a strictly 
military measure and depends 
upon its completion in the re- 
serves for its justification. 2 How- 
ever, no effective reserve program 
is in existence, and Congress is 
still struggling with legislation in 
that regard. It is unwise to de- 
pend for long - range military 
power upon a program still to be 
formulated and enacted. 

“(c) The history of permanent 
Universal Military Training in 
other countries (i.e. Germany in 
World Wars I and II, Japan and 
France in World War II) indicates 
that this system is no guarantee of 
military victory. The military asks 
for it because it will provide them 
with a sustained source of man- 
power without the necessity for 
justifying its need as in the case 
of the selective service feature of 
the present law which must be re- 
newed by Congress. Admittedly. 
the fluctuations in public senti- 
ment that forced the rapid demo- 
bilization of our armed forces 
after World War II made the 
formulation and execution of na- 
tional policy very difficult. Never- 
theless, we believe a more vital 
and dynamic national policy will 
be maintained if it has to be regu- 
larly referred to Congress for ac- 
tion. We prefer the calculated 
risk of a failure of public and 


congressional responsibility to the 


dangers of military bureaucracy. 

“(d) Another doubt persists in 
our minds. Will the training given 
in UMT and the reserves provide 
us with militarily efficient forces? 
Some skills will be learned but 
will these skills be outmoded by 
technical developments? We note 
that some military experts disap- 
prove of UMT because it will not 
produce a military ‘force-in-being.’ 

“(4) Above all, as Christians, 
we are opposed to a permanent 
system of Universal Military 
Training because it tends to 
fasten upon the nation a militaris- 
tic spirit that would, in our judg- 
ment, undermine our democratic 
and moral standards.”’ 


2 See pp. 10 and 69 ibid. 


HON. FRANKLIN D. 
ROOSEVELT, JR. 


U.S. Congressman from New York 

This matter [Universal Military 
Training| has been of grave con- 
cern to me and other freedom- 
loving people of our country espe- 
cially in these critical times when 
the threat of totalitarian and 
fascist aggression hangs over our 
heads. But until the Kremlin will 
agree to the international control 
and inspection of armaments, as 
proposed by the United States in 
the United Nations, I see no 
choice for us but to continue our 
efforts to remain militarily and 
economically strong to meet any 
emergency which may arise to 
threaten the free world. 

To maintain a large standing 
army at all times would of course 
impose far too great an economic 
burden on our country and upon 
the men who would be required 
to serve. I do believe, however, 
that this can be avoided to a large 
extent by the adoption of a train- 
ing program to provide all young 
men with a certain amount of 
basic traning so they may be bet- 
ter prepared to serve in an emer- 


gency and upon short notice. It 
is my profound hope that we will 
never be required to call these 
men up, but, in the interest of 
our national security, we Owe it 
to ourselves and other free nations 
of the world to be prepared and 
this will permit us to be prepared 
at a minimum annual cost. 

The military traning bill, H. R. 
5904, which was recently consid- 
ered by the House of Representa- 
tives, contained a number of in- 
equities. It was rejected by the 
House and sent back to the Armed 
Services Committee for further 
consideration and amendment. I 
have followed the hearings on this 


bill very closely and also the 
Senate Bill, S. 2441. I am also 
considering ‘most carefully the 


views of the people of my district 
and the country as a whole. I 
hope that any program adopted 
by the Congress will contain ade- 
quate safeguards for prospective 
trainees under the program and 
continue to maintain the tradi- 
tional separation between military 
and civilian authorities. 


BEN MOREELL 


Chairman of the Board, 
Jones & Laughlin Steel Corp., 
Pittsburgh, Pa. 


I read Dr. Carothers’ article 
with much interest. I am in gen- 
eral agreement with his argu- 
ments but I am afraid that Dr. 
Carothers may 
be too dog- 
matic when he 
gets into areas 
in which he 
probably does 
not have great 
experience. I 
refer to such 
statements as 
the following 
On page 6: “In 
this connec- 
tion it would 
save vast 
sums if pro- 
curement of 
all military 
supplies 
should be centralized in one body, 
under civilian direction.” 

That is a thesis which has been 
discredited by our experience in 
World War Il. The object of mili- 
tary procurement is not to “save 
vast sums.” It is to get the most 
efficient article for the intended 
use at the time it is needed and 
at the lowest practicable price. 
You will note that I have listed 
“price” last in order of importance. 
This is because I am firmly con- 
vinced that strained efforts to 
“save money” by mass procure- 
ment of standardized equipment 
are frequently counterbalanced by 
the loss of lives and limbs on the 
battle field. All other things being 
equal, or approximately so, the 
people who know how and when 
they are going to use the imple- 
ments of war should be responsi- 
ble for procuring them. 


Ben Moreell 


Perhaps I should explain that 
the foregoing statement is made 
from the background of an ex- 


perience of 30 years in the United 
States Navy covering the period 
of two world wars. Eight of those 
years were spent as Chief of the 
Bureau of Yards and Docks and 
Chief of Civil Engineers and one 
year as Chief of Materiel. 

If you will read my article on 
technical and scientific personnel 
in the “Saturday Evening Post” 
of Sept. 15, 1951, entitled “Let’s 
Make the Draft Make Sense,” you 
will see the statement that I have 
never been a “drumbeater” for 
UMT. My primary objection to 
it is that it is coercive and, by and 
large, conscripted soldiers and 
sailors do not make the best fight- 
ing men, although there are some 
outstanding exceptions. My own 


belief is that the same individual 
who volunteers for military serv- 
ice will make a far better soldier 
or sailor than if he were con- 
scripted. 


I have enough faith in America 
and Americans to believe that, 
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given fair and equitable treat- 
ment, enough would volunteer to 
meet the needs of any real emer- 
gency which threatens the safety 
of our country. 

I am in accord with Dr. Car- 
others’ views with respect to the ~ 
inadequacy of UMT as a source 
of trained military personnel and 
the dangers of a growing finan- 
cial burden. There is, also, the 
great danger that UMT will be- 
come involved in political patron- 
age and favor. 


A. G. BREIDENSTINE 
Dean, Franklin and Marshall 
College, Lancaster, Pa. 


The article on UMT by Dr. Neil 
Carothers is most excellent. I am 
having the article routed so that 
everybody on our staff may 
read it. 


STEWART ALSOP 
Washington, D. C. 


Although I do not entirely agree 
with Dr. Carothers, I found what 
he had to say interesting. 


Rev. DAVID K. BARNWELL, D.D. 
The First Baptist Church, 
Summit, New Jersey 


The article “UMT—Why It Is a 
Mistake” by Neil Carothers seems 
to me a most excellent review of 
the issue and I am in full agree- 
ment with the side he takes. I like 
his emphasis, which is not a sen- 
timental one. 


GEORGE J. SOKEL 


President, The Home National 
Bank and Trust Company 
of Meriden, Conn. 


After reading the article on 
UMT by Dr. Neil Carothers, I 
couldn’t help but feel that there 


is a lot of merit in the position 
he takes. In fact, I am rather 
convinced that he is right and, 
therefore, that UMT bills now 
being discussed in our Congress 
should not be passed. Further 
than that I think that more study, 
thought and consideration should 
be given the subject before at- 
tempting to pass any legislation 
thereon. 


W. MAXEY JARMAN 


Chairman of the Corporation, 
General Shoe Corporation, 
Nashville, Tennessee 





‘W. M. Jarman 


I was very much interested in 
the article on Universal Military 
Training by Dr. Neil Carothers. 
I agree wholeheartedly with the 
conclusions that he comes to. I 
feel sure that UMT would be a 
very unfortunate step for our 
country to take. 


J, A. MECKSTROTH 
Editor, “Ohio State Journal,” 
Columbus, Ohio 

The best analysis and presenta- 
tion of the UMT issue that came 
to my attention were those of 
Neil Carothers. 

The “Ohio State Journal” did 
what it could to help defeat UMT, 
and our Congressman, John M. 
Vorys, made one of the principal 
speeches against it on the floor. 
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Continued from page 15 


Federal Legislation and 
The Security Market 


suling requires a payment of 75% 
of the price of a security listed on 
2 national securities exchange. 
This requirement is discriminat- 
‘ingly severe when compared with 
dhe credit terms imposed by the 
Board on the purchase of other 
forms of property. 

{ cannot review the impact of 
Federal legislation on the Ex- 
«hange market without emphasiz- 
ing vigorously the necessity of 
shortening the holding period for 
«<apital gains which the Govern- 
ment now prescribes. The present 
holding period—six months—can- 
mot be ignored in any constructive 
e«liscussion of the vital importance 
<f liquidity to a securities market. 
‘The law presently penalizes the 
«xercise of normal judgment, and 
makes time—rather than value— 
the main basis for making invest- 
gnent decisions. A three months’ 
holding period would permit cap- 
ital more freedom, a freedom 
which capital must have in a free 
enterprise system if it is to achieve 
saaximum preductivity. 


Opposition to SEC Taxes 

It is reassuring to the securities 
industry to know that this Sub- 
Committee and other members of 
Congress share its concern over 
the proposal by a government 
agency which is not in accordance 
‘with one of the fundamental prin- 
ciples of our Constitutional form 
of government, that the Congress 
——and the Congress alone—has the 
power to tax. 

My reference is, of course, to the 
proposal by the Securities and 
®xchange Commission to levy a 
<ompulsory registration fee on 
brokers and dealers in securities. 
As you know, the Securities Ex- 
«<hange Act of 1934 requires brok- 
rs and dealers to register “in the 
mational public interest’—not in 
‘their own interest. The obvious 
effect of the SEC proposal would 
‘tbe to compel brokers and dealers 
to pay a fee—and a substantial 
«ne—which is not measured by a 
benefit received, 

With your indulgence, I would 
mow like to tell you briefly why 
the New York Stock Exchange, in 
xooperation with industry gen- 
erally, is presently engaged in a 
tong-range educational program to 
encourage more and more Amer- 
icans who are equipped to do so 
to share in the ownership of our 
jeading business enterprises. 


We are convinced that a nation 
of small share owners is the sur- 
est way to strengthen and per- 
petuate our capitalistic business 
eystem, the strongest antidote to 
the doctrines of Communism and 
Socialism. When people have a 
«jirect stake in our industry they 
will fight to preserve the system 
that makes such ownership pos- 
sible. And we are convinced that, 
@#s knowledge of the benefits of 
«<apitalism spreads among all the 
people, that knowledge will have 
@ salutary effect on government 
decisions affecting our business 
system. 


The New York Stock Exchange 
can best serve the best interests 
of the nation and its citizens if it 
is permitted to offer investors the 
broadest possible market, unham- 
pered by needlessly restrictive 
regulations. 


I believe in America. I believe 
in her business enterprises. I be- 
lieve that sound investment in 
sound common stocks in the hope 
«of income and eventual apprecia- 
tion as the best-managed enter- 
prises grow with the country 
Should be fostered and encour- 
aged. 

Before discussing the changes 
in the Securities Acts which re- 
JZate directly to Exchange markets, 


there are two other matters I 
wish to mention briefly. While 
our primary interest is the mar- 
ket on the New York Stock Ex- 
change, we have a real interest 
in both of the Securities Acts ad- 
ministered by the Securities and 
Exchange Commission in so far as 
they affect financing of American 
and foreign industry because both 
Acts. directly or indirectly, affect 
our Exchange markets. 


Need for More Investment Capital 


First, to meet the demands of 
our expanding economy and to 
provide jobs, American industry 
must have access to new and more 
capital. Based on the average of 
the past few years, it has been 
estimated that the available labor 
force will increase between 500,- 
000 and 700,000 persons annually 
and, for each person employed, an 
average capital investment of 
$11,000 — for plant, equipment, 
tools and machinery—is required. 
Everything that can be done 
should be done to facilitate the 
flow to industry of this essential 
capital. We believe amendment 
of the Securities Act of 1933 to 
permit the making of written of- 
fers of a security by means of a 
simple summary prospectus would 
be definitely helpful. The use of 
this prospectus should be permit- 
ted in the offering of securities 
both before and after the regis- 
tration statement becomes effec- 
tive, although no sale, as dis- 
tinguished from an offer, should 
be permitted until the registra- 
tion statement is effective. 

We have met frequently with 
representatives of the Investment 
Bankers Association of America 
and the National Association of 
Securities Dealers, Inc., the two 
organizations which are concerned 
principally with the underwrting 
and primary distribution of secu- 
rities. Together with their rep- 
resentatives we have had several 
discussions with the staff of the 
Securities and Exchange Commis- 
sion, and have joined with the 
IBA and the NASD in recom- 
mending to the Commission 
amendments to Section 5 of the 
1933 Act. We understand that 
when representatives of the IBA 
and the NASD appear before you 
they will discuss these matters at 
length. 

Second, an important policy of 
the United States is to encourage 
private investment in overseas 
areas by citizens of the United 
States. The Point IV Program and 
the guarantee provisions of the 
Economic Cooperation Act are 
examples of the importance which 
Congress and the Administration 
attach to this policy. Discourag- 
ingly, however, very little in the 
way of action or serious research 
has been started to implement the 
policy. 

The present, in our best judg- 
ment, is an appropriate time for 
the Congress, in conjunction with 
the Securities and Exchange Com- 
mission and the securities indus- 
try, to make a thorough and ob- 
jective search into the factors 
which would encourage foreign 
concerns to obtain funds in the 
American capital markets. Such 
study might well disclose methods 
to facilitate private overseas in- 
vestment through medium of the 
capital markets, without aband- 
oning the safeguards of essential 
disclosure in the interests of the 
investor. 


One possible solution might be 
to enter into “securities treaties” 
with selected friendly countries 
to exempt securities of their in- 
dustries from our Securities Acts, 
provided such securities are reg- 
istered under the securities laws 
of their own country and that 
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those laws reasonably conform to 
ours. 

Let us now turn to our specific 
proposals for amendments to the 
Securities Acts. These fall into 
these general categories: 

(1) Those affecting the registra- 
tion of securities and the prospec- 
tus requirements of the 1933 Act. 

(II) Those directly affecting the 
operation of our Exchange and 
member firms. 

(III) Technical Amendments. 


Proposed Amendments Affecting 
the Registration of Securities and 
the Prospectus Requirements 
of the 1933 Act 


(1) The Securities Act of 1933 
should be amended to exempt 
from registration under the 
Securities Act of 1933 all se- 
curities which have been reg- 
istered under the Securities 
Exchange Act of 1934 and ad- 
mitted to dealings for more 
than three years on a regis- 
tered national securities ex- 
change and exempt additional 
issues of such securities. 

This proposal would exempt 
from the registration requirements 
of the Securities Act of 1933, se- 
curities registered under the Se- 
curities Exchange Act of 1934, 
and admitted to dealings on a 
registered national securities ex- 
change for more than three years, 
and would permit the issuer to 
offer additional amounts of such 
securities without registration un- 
der the Securities Act of 1933. 

One of the stated purposes of 
the 1933 Act is to provide full and 
fair disclosure of the character of 
the securities sold through inter- 
state commerce and through the 
mails. When this Act was passed 
there was no Federal law com- 
pelling the disclosure of essential 
facts concerning securities traded 
on our national securities ex- 
changes. The question of dis- 
closure was left to the several ex- 
changes. While the New York 
Stock Exchange had for many 
years prior to the passage of the 
Securities Act of 1933, been a 
leader in requiring companies 
whose securities were listed on 
the Exchange to make public more 
and more information about the 
companies and their operations, 
the requirements of some of the 
other exchanges were much less 
exacting. 

Since the passage of the Secu- 
rities Exchange Act of 1934, a 
security cannot be listed on a na- 
tional securities exchange unless 
the security is registered with the 
Securities and Exchange Commis- 
sion under the 1934 Act. Section 
12(b)(1) of the Act requires the 
public filing of the following in- 
formation by the issuer of the 
securities: 

(A) The organization, financial 
structure and nature of the busi- 
ness; 

(B) the terms, position, rights, 
and privileges of the different 
classes of securities outstanding; 

(C) the terms on which their 
securities are to be, and during 
the preceding three years have 
been, offered to the public or 
otherwise; 

(D) the directors, officers, and 
underwriters, and each security 
holder of record holding more 
than 10 per centum of any class 
of any equity security of the 
issuer (other than an exempted 
security), their remuneration and 
their interests in the securities of, 
and their material contracts with, 
the issuer and any person directly 
or indirectly controlling or con- 
trolled by, or under direct or 
indirect common control with, the 
issuer; 

(E) remuneration to others than 
directors and officers exceeding 
$20,000 per annum; 

(F) bonus and profit-sharing 
arrangements; 

(G) management and service 
contracts; 

(H) options existing or to be 
created in respect of their secu- 
rities; 


(I) balance sheets for not more 
than the three preceding fiscal 
years, certified if required by the 
rules and regulations of the Com- 
mission by independent public 
accountants; 

(J) profit and loss statements 
for not more than the three pré- 
ceding fiscal years, certified if 
required by the rules and regula- 
tions of the Commission by inde- 
pendent public accountants; and 

(K) any further financial state- 
ments which the Commission may 
deem necessary or appropriate for 
the protection of investors. 

Section 12(b) (2) of the 1934 
4et requires the filing of “such 
copies of articles of incorporation, 
by-laws, trust indentures, or cor- 
responding documents by what- 
ever name known, underwriting 
arrangements, and other similar 
documents of, and voting trust 
agreements with respect to, the 
issuer and any person directly or 
indirectly controlling or con- 
trolled by, or under direct or in- 
direct common control with, the 
issuer as the Commission may re- 
quire as necessary or appropriate 
for the proper protection of in- 
vestors and to insure fair dealing 
in the security.” 

Section 13 of the 1934 Act, and 
the rules and regulations of the 
Commission issued thereunder, re- 
guire companies having securities 
listed on the Exchange to file 
annual and interim financial re- 
ports and other interim reports 
necessary to keep the information 
contained in the registration state- 
ment up to date. The purpose of 
the disclosure requirements of the 
1933 Act is to make available in- 
formation from which a prospec- 
tive investor can reach an intelli- 
gent decision as to whether or not 
to purchase the security at the 
price at which it is offered. Prices 
of securities traded on an ex- 
change are widely publicized and 
reflect the opinion of buyers and 
sellers throughout the country. It 
seems to us that prices so estab- 
lished is an auction market on 
the basis of information filed and 
kept current under the 1934 Act 
are far more helpful to the public 
investor than is his own opinion 
of value based on his analysis of 
the information contained in a 
1933 Act prospectus. Full infor- 
mation concerning the additional 
issue will be filed with the Secu- 
rities and Exchange Commission 
in the application for registration 
of these shares under the 1934 Act 
and this information is available 
to the public. The present costly— 
both to the issuer and the Gov- 
ernment—duplication of registra- 
tion on additional issues of listed 
securities is unnecessary. The pen- 
alties of Sections 12(2) and 17 of 
the Securities Act will be applic- 
able to any sales literature used 
in connection with the distribu- 
tion of the additional shares. 

This proposed amendment 
would, we believe, greatly facili- 
tate the raising of capital by es- 
tablished companies by reducing 
costly delays and duplication, and 
would not lessen essential protec- 
tion to the public. 


(2) Amend Section 4(2) of the 
Securities Act of 1933 to make 
clear that the brokerage ex- 
emption is available to the 
broker executing an unsolic- 
ited order for the purchase or 
sale of securities, even 
though the securities involved 
in the transaction may be in 
the process of distribution. 


The Securities Act of 1933, in 
Section 4(2), exempts from the 
registration and prospectus re- 
quirements of that Act “brokers’ 
transactions, executed upon cus- 
tomers’ orders on any exchange 
or in the open or counter market 
but not the solicitation of such 
orders.” From the time the Act 
became effective in 1933, until 
Aug. 21, 1946, the Commission had 
been consistent in its position that 
Section 4(2) exempted all trans- 
actions by brokers for controlling 
stockholders where the orders 
were unsolicited. On Aug. 21, 
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1946, the Commission handed 
down its decision In the Matter of 
Ira Haupt & Co. The Commision 
there stated that the exemption 
was not available to a broker if 
he were executing an unsolicited 
sell order for a person who was 
in a “control” relationship with 
the issuer if the seller was dis- 
posing of enough securities to 
constitute a “distribution.” The 
effect of this decision was to re- 
peal a large and important portion 
of the brokers’ exemption. 

Under the 1933 Act the con- 
trolling stockholder is free pub- 
licly to offer and sell unlimited 
amounts of the stock of the com- 
pany he controls to an unlimited 
number of people. However, ac- 
cording to.the Haupt deeision if 
he offers these shares through a 
broker,--the broker vielates the 
law. 

Prior to the decision in the 
Haupt case, the brokers knew 
what they could and what they 
could not do under the brokers” 
exemption. That decision com- 
pletely upset long. established 
precedents and procedures. It has 
caused great confusion as to the 
availability of the brokers’ ex- 
emption. Not only are there no 
tests for determining when a 
“control” relationship with an 
issuer exists but there are no tests 
as to when a sale of securities 
constitutes a “distribution.” 

A broker who is paid but a 
small commission for executing a 
sell order should not be required 
to conduct an independent inves-— 
tigation and at his peril decide 
whether the seller for whom he 
is acting is in a “control” relation- 
ship with the issuer and whether 
the seller is engaging in a “dis- 
tribution.” 

The report of the House Com- 
mittee on Interstate and Foreign 
Commerce makes clear that the 
brokers’ exemption is available 
whether or not the securities were 
in the process of distribution by 
a person in a “control” relation- 
ship with the issuer. We believe 
that this section sould be amended 
so that it clearly states what we 
believe Congress intended. 


(3) Add a new subsection to Sec- 
tion 4(b) of the Securities 
Act of 1933, which would ex- 
empt from the prospectus re- 
quirements of Section 5 sales 
of securities registered under 
the 1934 Act when the sale is 
made on an agency basis and 
the agent’s compensation is 
disclosed to and paid by the 
buyer. s 

The Securities Act of 1933 has 
been interpreted to mean that a 
broker “sells” a security to his 
customer if he solicits a buy order 
from the customer. If the solici- 
tation is in writing, during the 
year after the offering, the writ- 
ing must be accompanied by a 
prospectus, and if the customer 
buys the security on an oral solic- 
itation, the broker is required to 
send a prospectus to the customer 
along with the confirmation. It is 
a practical impossibility to have 
in every brokerage office copies 
of prospectuses of all issues regis- 
tered under the 1933 Act which 
have been offered within a year, 
and yet, under the present inter- 
pretation of the 1933 Act, a broker 
violates that Act unless he sends 

a prospectus with the confirma- 

tion of each solicited order on any 

security registered under the 1933 

Act and publicly offered within 

the preceding 12 months. This 

problem is particularly serious 
where a company issues additional 
shares of a security. A broker who 
solicits a buy order from a cus- 
tomer has no way of knowing 
whether he will receive from the 
seller one of the new shares which 
has been offered within the year, 
or whether he will get one of the 
old shares which has been out- 
standing for many years. Accord- 
ingly, in order to be safe he has 
to send a prospectus with the con- 
firmation of every solicited order. 

Some time ago a study was 
made as to the number of shares 
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listed on the Exchange as to which 
prospectus requirements were in 
effect. On Dec. 31, 1946, there 
were 171,528,000 shares and $1,- 
381,000,000 principal amount of 
bonds listed on the Exchange 
which were subject to the pros- 
pectus requirements. 

This proposal would apply to 
all brokerage transactions in se- 
curities registered under the 1934 
Act where the commission was 
disclosed to and paid by the buyer. 


Il. 


Proposed Amendments Directly 
Affecting the Operation of Our 
Exchange and Member Firms 


(4) Amend Section 11(d) of the 
Securities Exchange Act of 
1934 so that the extension of 
credit by a broker-dealer to 
a customer on a new issue of 
securities is prohibited only 
if he sold the securities to the 
customer or purchased the 
securities for the customer on 
a solicited order. The prohi- 
bition would apply only while 
the broker-dealer was en- 
gaged in the distribution of 
the securities and for four 
days thereafter. 

Under the present provisions of 
Section 11(d)(1) a broker-dealer 
is prohibited from extending credit 
to a customer on a security which 
was a part of a new issue in the 
distribution of which the broker- 
dealer participated as a member 
of a selling syndicate or group 
within six months prior to the 
transaction. 

Under the proposed amendment 
the prohibition would only apply 
to securities which the broker- 
dealer sold to the customer and 
four days after a broker-dealer 
has completed his portion of a dis- 
tribution and terminated his par- 
ticipation in a selling syndicate 
or group or in a stabilizing ac- 
count in connection with a dis- 
tribution he may extend credit on 
the securities which were subject 
to the prohibition. 

We believe that the proposal to 
reduce the six-month prohibition 
against the extension of credit on 
any particular issue to a prohibi- 
tion which runs only so long as 
the distribution is still in process, 
although removing certain unnec- 
essary hardships will, neverthe- 
less, preserve the effectiveness of 
the statute. 


(5) Amend Section 12(d) to re- 
duce the waiting period on 
additional issues ef listed se- 
curities from 30 to 10 days 
and to permit the registration 
of unissued securities which 
are to be issued in connection 
with “rights,” offerings, reor- 
ganizations, mergers, etc., and 
refundings of listed securities 
or where the purpose is to 
provide an Exchange market 
for securities to be issued or 
sold in connection with reor- 
ganization under the Public 
Utility Act or the Railroad 
Reorganization Act. 

The law presently requires a 
30-day waiting period between 
the receipt by the Commission of 
the certification of the Exchange 
and the date the registration be- 
comes effective. It is proposed to 
continue the 30-day period for 
new issues of securities, but to 
reduce the waiting period to 10 
days for additional amounts of 
an already listed security. While 
the Commission has almost uni- 
versally granted acceleration in 
the case of additional amounts, 
the issuers and the underwriters 
cannot be absolutely certain that 
acceleration will be granted and, 
accordingly, their time schedules 
on offerings of additional securi- 
ties are troublesome. 


The proposed amendment would 
also permit when-issued trading 
of securities of listed companies 


on an exchange at the same time 
when-issued trading is permissible 
in the over-the-counter markets. 
If there is when-issued trading in 
securities of listed companies, the 


public is better protected by hav- 
ing that trading on an exchange 
because the public has full infor- 
mation as to the price at which 
the securities are sold when- 
issued. 


The proposed revision would 
also clarify the Commission’s rule 
making power with respect to 
when-issued trading in securities 
authorized by a plan of reorgani- 
zation, recapitalization, merger or 
consolidation, or where there is a 
proposed refunding operation, or 
where a plan under the Public 
Utility Holding Company Act or 
the Bankruptcy Act had been ap- 
proved by the SEC or the ICC. 


Ill. 
Proposed Technical Amendments 


(6) Amend the definition of “sale” 
to exclude a bona fide loan of 
a security. 

The definition of “sale” in both 
Acts is very broad. As a result, 
considerable reluctance has been 
found on the part of owners of 
securities to lend their securities 
for use in the exchange markets, 
due to a fear that the loan might 


be construed as a sale by the 
lender. This fear primarily rests 
on two bases: (1) That if the 


lender should be construed as be- 
ing “in control” and the loan as 
being a sale made in connection 
with a distribution by him of his 
securities, registration would be 
required under the 1933 Act, and 
(2) if the lender is an officer, di- 
rector or 10% stockholder of the 
issuer and the loan should be con- 
strued as a sale, the lender, there- 
fore, becomes subject to the pro- 
visions of Section 16 of the 1934 
Act, requiring reports of his pur- 
chases and sales and also to the 
possibility of liability under para- 
graph (b) of that Section for any 
profits which he might realize if 
he had held the security for less 
than six months at the time of 
making the loan. 


It is obvious that, in connection 
with listed securities, loans of se- 
curities are essential for the main- 
tenance of an orderly market. The 
necessity for such loans arises in 
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the great majority of cases in con- 
nection with sales by out-of-town 
customers whose securities are not 
received by the time the selling 
broker is required to deliver, with 
sales by a trust or estate where 
time is required to have the se- 
curity transferred so that it will 
be in good delivery form, and in 
a minority of cases in connection 
with short sales. Particularly 
where the floating supply of a 
given security may be somewhat 
limited, it is important that hold- 
ers of securities will be willing 
to loan their holdings for such 
purposes without being restrained 
from so doing by the fears indi- 
cated above. 


While in June, 1940, the Com- 
mission informally ruled _ that 
loans of securities might properly 
be effected without registration 
of the security under the 1933 Act 
and that such loans do not re- 
quire reports by the lender under 
Section 16(a) of the 1934 Act, it 
has been found that potential 
lenders still hesitate to rely on 
this informal ruling and indicate 
continued reluctance to make 
loans. It is therefore urged that 
the definition of a sale under both 
Acts be changed so as to make it 
clear that a loan of securities can- 
not be construed as a sale. 


(7) Amend Section 19(b) to re- 
quire trae Commission to pro- 
ceed by an “order” if the 
Commission changes an Ex- 
change rule. “ 

Under the present statute the 

SEC could proceed either by an 
“order” or bg “rules or regula- 
tions” to change Exchange rules. 
Under Section 25(a) of the Act 
any party to a proceeding ag- 
grieved »y an “order” of the Com- 
mission may appeal to the courts; 
it is not clear that an Exchange 
could not appeal from a “rule or 
regulation.” 


It is important that it be made 
clear that courts may review the 
acticn of the Commission in writ- 
ing rules of the Exchange with 
respect to the fundamental mat- 
ters set forth in Section 19(b). 


Current Possibilities in German 
Dollar Debt Settlement 


dollar bonds outstanding, because 
of the paucity of data regarding 
repatriation, conversion and can- 
cellation. (See table I.) 

Prior to, or simultaneously with 
the reintroduction of trading in 
German dollar issues in the Amer- 
ican market, attempts will be made 
to reach decisions in regard to the 
resumption of payments. A good 
deal of preliminary work has been 
done and is being done by the so- 
called Tripartite Commission on 
German Debts. From the Com- 
mission’s report one gathers, inter 
alia, that Germany has agreed with 
the Three major Powers (United 
States, Britain and France) to as- 
sume full liability for her external 
commitments, including those con- 
tracted as a result of economic 
assistance rendered her in the 
postwar period. The report also 
emphasizes Germany’s declaration 
of her willingness to resume the 
service on her obligations. In this 
connection one cannot help recall- 
ing the observation of a Continen- 
tal cynic after World War I, when 
both Germany and Russia de- 


faulted on their debts, in regard 
to the attitude towards commit- 
ments on the part of the two coun- 
tries: Russia, he said, repudiates 
her commitments, but legalizes 
this step. Germany, on the other 
hand, recognizes her debt, but 
pays only if she received enough 
from her creditors to make it 
worthwhile for her to pay. 

To facilitate a settlement, the 
Three Powers have agreed to a 
reduction in their claims upon 
Germany for activities connected 
with the occupation and economic 
aid. It is interesting to examine 
the concessions: Britain’s claims 
of £201 million are settled for 
£150 million, to be paid in 20 in- 
stalments of £7 million; France 
agrees to reduce her claims of 
$15,700,000 to $11,840,000, to be 
paid in 20 instalments of about 
$592,000 each, or the equivalent in 
French francs; America’s claims 
amounting to $3,200 million are 


settled for $1,200 million, to be 
paid in 35 equal instalments of 
$52 million, which includes prin- 


TABLE I 

Amount Arrears per Total Total 

Outstanding $1,000 Bond Arrears Debt 
Government ----- $294,300,000 $533.10 $156,900,000 $451,200,000 
States and Cities_- 84,659,000 1,015.00 86,011,970 170,670,970 
Financial Instit’ns_ 73,633,000 978.30 72,035,500 145,668,560 
Public Utilities... 164,114,300 970.70 159,304,495 323,418,795 
Industrials ~------ 132,542,965 907.25 120,248,090 252,791,055 
Religious Instit’ns- 7,626,500 1,042.50 7,950,725 15,577,225 





$756,875,765 





$795.95 $602,450,840 $1,359,326,605 


cipal and interest at 


2%% per 
annum. 

Thus, the United States agrees to 
“forgive” two-thirds of her claims 
upon Germany, while Britain and 
France surrender only one-quar- 
ter. 


Discrimination Against U. S. 

Those who contend that the 
above concessions are not discrim- 
inatory point to the balance of 
payments situations between Ger- 
many and her various creditors. 
Because of her huge adverse trade 
balance with the United States, 
American investors are called 
upon to make relatively greater 
concessions. To be sure, U. S. ex- 
ports to Germany are very con- 
siderably in excess of imports from 
Germany, but this deficit is more 
than offset by huge “invisible” 
items. American forces in 
Germany, both military and ci- 
vilian, are probably well in excess 
of 100,000. Regardless of how con- 
servatively one may compute the 
dollar expenditures in Germany, 
incident to such a vast army of 
U. S. employees, the amount is 
most definitely in excess not only 
of Germany’s trade deficit with 
the United States, but is probably 
sufficient to offset Germany’s en- 
tire adverse trade balance. How- 
ever, this is not the first nor the 
only time American creditors of 
Germany have been discriminated 
against. America’s generosity is 
truly proverbial and is almost 
taken for granted. It will be re- 
called that after World War I all 
participating victors claimed and 
received reparations from Ger- 
many. Only the United States 
asked nothing—and got just that. 
Strange though it may seem, repa- 
rations were paid largely with 
funds which American investors 
had loaned Germany. 

The Debt Commission has also 
intimated that the Dawes and 
Young loans as well as the so- 
called Match Loan, would be ac- 
corded special treatment. This 
phrase would seem to indicate that 
the creditors, or those acting on 
their behalf, do not expect resto- 
ration of the original terms as re- 
gards the various German dollar 
issues. This is borne out by the 
following comment made by the 
Commission: 


“There is no doubt that in the 
long run, Germany will have to 
balance her external accounts 
without exceptional assistance. 
However, this doesn’t imply that 
she would be able to service or 
repay the total amount of the 
pre-war debt with accrued inter- 
est, especially if she were re- 
quired to pay interest at the 
original contractual rates. 

“This method of adjustment... 
might vary according to the cata- 
gories of debts and also according 
to the situation of the debtors.” 

Among Germany’s dollar obli- 
gations are bonds of the City of 
Saarbruecken and the _  Saar- 
bruecken Mortgage Bank. Be- 
cause of the political status of the 
Saar Valley, it is possible that the 
dollar bonds of the debtors domi- 
ciled within this area, may be 
accorded different and _ possibly 
more favorable treatment than 
that given German debtors in 
general. 

Even though the assets of cer- 
tain German debtors are, in whole 
or in part, located in the Soviet 
dominated Eastern Zone, the debt 
settlement, as and when made, is 
not expected to give too much, 
if any, consideration to this point. 
However, it is not unlikely that 
those charged with effecting a 
final settlement may take into 
account the extent to which assets 
are domiciled beyond the reach of 
creditors, and call upon the latter 
to make concessions accordingly. 

At this writing, it is difficult 
to state on what terms German 
dollar debts will be adjusted. 


Possibilities of Settlement 


It is possible that the Italian 
debt settlement (the so-called 
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Lombardo Plan) may serve as a 
basis for adjusting defaulted dol~ 
lar bonds of the various German 
debtors. On this assumption, the 
accruals of interest will be added 
to the principal, and the totak 
will be scheduled to mature 
within 30 years, bearing interest 
at 1% for the first three years; 
at 2% for the following two years; 
and at 3% thereafter to maturity. 
The average rate of interest wilk 
thus amount to about 2.73%. The 
original debt of $1,000 will have 
an average par value of about 
$1,796.00. Should trading be re— 
opened, bonds may be expected to 


sell initially at prices to yield 
currently, on the average, be- 
tween 10 and 15%. (See table II.) 
TABLE Il 
Hypothecated Price 
To Yield Old Bond New Bond 
Currently (Par $1,796) (Par $1,000) 
, os 32% 18% 
14%%-~---- 333% 18% 
, = 34%2 19% 
13% %--.-.-- 36% 20% 
ae 37% 21 
12% %...-..- 39% 21% 
ID Keecéue 40% 22% 
114%4%.~..--- 42, 23% 
Sencasuntes 447% 25 
10% %...-- 465% 26 
IO eaddtesd 49 27% 


Should final arrangements be 
different from those made in cor 
nection with Italian bonds, quo- 
tations, based upon such arrange- 
ments will, of course, differ. 
However, the yields are not ex— 
pected to vary greatly from those 
suggested above, especially in the 
initial stages of the settlement. 
What the American investor 
should especially guard against is 
not so much the exent of con- 
cessions he may and probably 
will be called upon to make to- 
day, but rather the extent to 
which he may be prevailed upon 
in the future, to place additional 
capital in Germany, without ade— 
quate security and guarantees. 


Bankers Offer Arizona 
Public Service Stock 


The First Boston Corporatioa 
and Blyth & Co., Ine. jointly 
headed an investment group 
which on March 26 offered 400,000 
shares of common stock of Arizona 
Public Service Co. at $12.75 per 
share. 

Proceeds from the stock sale 
vill be used to pay part of the 
loans incurred for construction 
purposes. The company expects to 
‘pend about $20,000,000 during 
1952 and 1953 on new construction 
of which the chief item is a 100,- 
(00 kw turbo-generator slated fer 
completion in 1954. Approximate— 
ly $12,000,000 will be required 
from additional financing to com- 
plete this two-year program. 

Arizona Public Service supplies 
electricity, natural gas and water 
throughout an area of 30,000 
square miles in 10 of Arizona’s 
14 counties. Last year about 72% 
of operating revenues came from 
electric sales and 25% from sales 
of natural gas purchased from Fl 
Paso Natural Gas Co. Rate in- 
creases approved in June and 
December, 1951, are expected te 
produce an aggregate annual in- 
crease in revenues of $2,150,000. 

During the last decade Arizona 
has been the second fastest grow— 
ing state in the nation. Operating 
revenues of Arizona Public Serv- 
ice have risen steadily from $11,- 
383,843 in 1947 to $22,188,302 in 
1951 and net income from $953,250 
to $2,163,456, all on a consolidated 
basis. Dividends on the common 
stock are currently being paid at 
the rate of 20 cents per share. The 
company’s constituent corpora- 
tions have paid dividends on their 
common stocks since 1920 and 


1940. 


» 
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National 
Investment 
Program 


An Open 
lnvestment 
Account 
Details and 
Prospectus 
epon request 
, MATIONAL SECURITIES & 
RESEARCH CORPORATION 
120 Broodwoy, New York 5, M Y. 


SECURITIES 











Aviation Group Shares 
Bank Group Shares 
Insurance Group Shares 
Stock and Bond Group 
Shares 


(Mutual Investment Funds) 
of 
institutional Shares, Ltd. 
— 


Distributed by 


HARE’S LTD. 


19 RECTOR STREET 
NEW YORK 6, N. Y. 


Prospectus may be obtained from 
the above or local dealer. 

















A Mutual Investment Fund 


For a free prospectus write 
your investment dealer or 


CALVIN BULLOCK 
Established 1894 
One Wall Street New York 












































A Diwersified 


Investment Company 


Prospectus may be obtained 
from investment dealers or 


THe PARKER CORPORATION 
200 Berkeley St., Boston, Mass. 
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Stock Exchange Firm Will Sponsor 


New Radio Series 


station WOR at 10:15 a.m. 





ment chiefs of the country’s lead- 
ing open-end investment compa- 
nies. 

Sponsor of the 13-broadcast 
series is the mutual funds depart- 
ment of Kidder, Peabody & Co. 


Milton Fox-Martih, who will 
interview the guest speaker on 
each weekly broadcast, said yes- 
terday: “‘Your Money At Work’ 
will emphasize the underlying 
theme of investment in shares in 
the whole country, not just in a 
few enterprises or industrial 
groups. The underlying theme 
will point up the significance of 
investing in shares of America, 
the opportunities and rewards of 
our free-enterprise system, and 
the role of the mutual funds in- 
dustry in our modern economy.” 


Mr. Fox-Martin, manager of 
Kidder, Peabody’s mutual funds 
department, continued: “This is 
the first time, we believe, that 
the young but flourishing mutual 
funds industry has united as one 
voice to tell the story of saving 
and investing to masses of the 
American people.” 

He explained that the talk will 
be directed at both men and 
women, and at an hour which is 
normally one of relaxation; before 
church and before the hours of 
Sunday entertainment and diver- 
sion. 


In sponsoring ““Your Money At 
Work,” it is the Stock Exchange 
firm’s stated purpose to render a 
service to the mutual funds indus- 
try by enlarging the public’s opin- 
ion of—and respect for—this rela- 
tively new medium for collective 
investing. 


In addition to primary listener 
“coverage” up and down the East- 
ern seaboard, secondary coverage 
will be achieved by duplicate ace- 
tates of each recording which will 
be made available not only to 
Kidder, Peabody’s branch offices, 
but also to its cooperating mutual 
funds network of more than 90 
independent dealers. 


These records will contain only 
the “body” of each interview, the 
Kidder, Peabody advertising mes- 
sage having been cut out. 


Records will also be made avail- 
able to each guest speaker’s own 
organization for distribution to 
dealers particularly interested in 
funds sponsored by his organiza- 
tion. 


In order to comply with the 
Securities and Exchange Commis- 
sion’s Statement of Policy and 
Rule 223 of the Securities Act 
of 1933, the guest will only be in- 
troduced by his management title 


Entitled, “Your Money At Work,” 
to Sunday listeners from Maine to Virginia the distinctive per- 
sonalities and economic and financial viewpoints of the manage- 


on Mutual Funds 


FUND MANAGERS WILL BE INTERVIEWED 


Sunday Broadcast Will Originate On Radio Station WOR 
At 10:15 a.m. Beginning March 30; Kidder, Peabody Is Sponsor 


RECORDINGS TO BE GIVEN TO DEALERS 
By CARTER BURKE 


Beginning Sunday, March 30, America’s leading mu- 
tual fund managers will be “on the air” in a weekly series 
of 15-minute radio programs which will originate on radio 


the program will introduce 





Schedule of Broadcasts 
On Mutual Funds 


The following programs will 
originate on Station WOR 
at 10:15 a.m. on the date 
indicated: 

March 30: Hugh W. Long, 
President of Hugh W. Long 
& Co., “What Diversification 
Means to You.” 


Aprit 6: William A. 
Parker, President of The 
Parker Corp., “Risks and 


Rewards of Investing.” 

April 13: Walter L. Mor- 
gan, President of Wellington 
Corp., “Honest Dollars.” 

April 20: Charles F. Eaton, 
Jr., President of Eaton & 
Howard, Inc., “Economic 
Democracy.” 

April 27: Harry I. Prank- | 
ard, Partner of Lord, Abbett 
& Co., “Why Invest in Com- 
mon Stocks?” 

May 4: Hugh _ Bullock, 
President of Calvin Bullock, 
“Collective Investing.” 











with no mention of the mutual 
funds his company manages. 

No mutual funds will be re- 
ferred to or mentioned by name 
during the discussion portion of 
the program. 

The interview will last from 10 
to 12 minutes, with the rest of the 
15-minute program devoted to a 
general, institutional commercial 
in which radio listeners will be 
invited to write in for literature 
on Mutual Funds investing. 

It was stated that Sunday morn- 
ing was chosen for the program 
because television competition at 
that time is less than either later 
in the day or in the evening. 

Although it is generally con- 
sidered that mutual] funds appeal 
to a “mass market,” the format 
of these broadcasts, the calibre of 
guests, the educational character 
of the interviews, and the selection 
of the time and station are pur- 
posely intended to achieve selec- 
tivity in reaching an intelligent, 
higher income audience. 

A closely-geared public 
tions program will be launched 
by Kidder, Peabody to coincide 
with the beginning of the broad- 
cast series. Branch offices and 
cooperating dealers, utilizing 
transcriptions of the broadcast, 
will be encouraged to conduct 
similar public relations and group 
activities in their own areas. 


rela- 








MUTUAL FUND DIVIDEND ANNOUNCEMENTS 


All listings are quarterly payments from net investment income 
unless otherwise noted 

Div. Per Approx. When Holders 
Fund— Share Price Payable Of Record 
| General Investors Trust ________ 6c $6.27 4-21 3-31 
Guardian Mutual Fund__________ 10c 12.24 4-25 4-18 
_ Jefferson Custodian Fund______- 10c peo 3-31 3-24 

| Massachusetts Investors Trust___-_ 42c 42.24 4-25 3-31 

| Massachusetts Life Fund— 

| Units of beneficial interest new 25c 30.69 3-31 3-24 
Mutual Fund of Boston__________ 15¢ 16.25 3-31 3-20 
| Oglethorpe Fund _______________ 15¢ smatnas 4-10 3-31 
ee 20c ae 3-31 3-12 
| Rittenhouse Fund _._____________ lle oe 3-27 2-29 
Selected American Shares______ 12c net 4-28 3-2 
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THE AGGREGATE public and 
private debt has grown far be- 
yond any prewar level and the 
trend seems still to be upwards 
although at a more moderate pace 
than during the war years, Cal- 
vin Bullock, New York investment 
management firm, points out in 
its current study, “Money and 
LCebt.” There are no overt signs 
that debt imposes an intolerable 
economic strain, but the implica- 
tions of its magnitude and pro- 
gression would seem to merit 
close examination, the study says. 

“From 1929 to 1945 the great 
increase was in Federal debt, as 
the Federal Government first 
sought to underwrite recovery 
and then meet a large part of the 
cost of the war effort by deficit 
financing,” the 


company con- 
tinues. 

“Since 1945 the increase has 
been in private debt to finance 


the huge volume of plant expan- 
sion, to expand working capital 
to carry on a large volume of 
trade and to finance the extensive 
investment by individuals in hous- 
ing, automobiles and various dur- 
able consumer goods. 

“Private and local government 
debt which was 91% of the total 
at the end of 1929 accounted for 
only 38% at the end of 1945, but 
has since risen to 58%. The bal- 
ance, of course, is Federal debt. 

“The interesting thing is that 
while the proportions of the debt 
structure have not yet returned to 
their prewar relationships, the 
trend toward a greater proportion 
of Federal debt which was unin- 
terrupted from 1929 to 1945 has 
since been reversed and private 
debt again accounts for over half 
of the net total. 

“The particular significance of 
this lies in the fact that private 
debt is more flexible in character 
and subject to reduction under 
adverse economic conditions. 

“In the light of these hypotheses 
our concern with the increasing 
private debt can be understood. 
The importance of the present 
debt would not seem to have so 
much to do withgits burden on the 
economy as with the probable in- 
fluence of changes in private debt 
upon national income. Such in- 
fluence would appear to be con- 
siderably greater than its propor- 
tion of the total public and pri- 
vate debt volume would at first 
glance appear to justify. If the 
trend of private debt toward sup- 
porting a larger proportion of the 
money supply continues as it has 
in recent years the implications 
become greater. 

“The significance of these con- 
clusions in terms of the over-all 
economy is that a substantial re- 
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duction in the investment pro- 
gram which has injected succes- 
sive amounts of purchasing power 
into the economy since the war, 
can have a repressive effect upon 
national income. Only extreme 
deficit government financing 
might substantially counteract 
this. We appear still to be in an 
economy where the most impor- 
tant economic trends, in years of 
nominal peace, will be determined 
by forces set up in its private seg- 
ment. 

“While this has its attendant 
dangers, it also has its opportu- 
nities. It is encouraging to note 
that despite the unrestrained 
growth of government, the pri- 
mary forces shaping economic de- 
velopments are still those con- 
cerned with decisions of the con- 
sumer and private business.” 


INCORPORATED Investors out- 
standing shares have been split 
three-for-one as a result of action 
taken by its stockholders at the 
Annual Meeting and the par value 
of the stock has been changed 
from $5 to $1 per share. Neces- 
sary adjustments have also been 
made in the Corporation's Sys- 
tematic Investment Program pro- 
viding for investments in shares 
and credits by making payments 
at scheduled intervals. 

William A. Parker, President of 
the open-end investment com- 
pany, stated that the change was 
made for the convenience of both 
present and future stockholders. 

William A. Barron, Jr., William 
H. Chatfield, George C. Cutler, 
Raymond Emerson, Wm. Tudor 
Gardiner, James A. Lowell and 
William A. Parker were reelected 
directors of the Corporation at the 
meeting. 


ANNOUNCEMENT has been made 
of the formation of Sterling In- 
vestment Fund, an open-end 
investment company which will 
operate as a “balanced” type, 
investing in common and pre- 
ferred stocks and government and 
corporate bonds. The Fund, how- 
ever, in its charter provision is 
required to maintain at least 25% 
of its net assets in cash, bonds, 
preferred stocks or a combination 
of the three. 


The Fund, with net assets of 
approximately $185,000, has a per 
share value of about $10. Of the 
1,000,000 shares of authorized cap- 
ital stock, 18,546 are now out- 
standing. 

Shares of the Fund are cur- 
rently offered at net asset value 
per share, plus an underwriter’s 
distribution charge of 2%, part of 
which, the Fund states, may be 
allowed as discounts to dealers. 
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The sales charge will be reduced 
to 1%% On single’ purchases be- 
tween $10,000 and $25,000 and to 
1% on single purchases between 
$25,000 ana $50,000. There is no 
sales charge on purchases over 


$50,000. 

Officers and directors of the 
Fund are Jonathan G. Gullick, 
President and director; W. Olin 
Nisbet, Jr.. Vice-President and 
director; R. S. Abernathy, Jr., 
Secretary: Linn D. Garibaldi, 
Treasurer: William R. Hackney, 
Assistant Secretary; C. Edward 


Beman, director; Hugh A. Cathey, 
director: Earle A. Hamrick, di- 
rector; Frank L. Jackson, director, 
and David M. McConnell, director. 

The advisory board includes 
William H. Barnhardt, John C. 
Erwin, H. H. Everett and Adrian 
L. Shuford. 


H. EUGENE DICKHUTH, finan- 
cial writer for the New York 
“Herald-Tribune” and New York 
Correspondent for the “Financial 
Times,” London, was a guest on 
transcribed radio broadcast spon- 
sored by America’s Future, Inc. 

In the broadcast, entitled 
“Speak Up, Americans,” Mr. 
Dickhuth presented a man’s view- 
point on women and money and 
the growing importance of learn- 
ing what they can do through 
careful and informed stewardship 
‘to conserve their earned arid in- 
herited savings. 

Mr. Dickhuth, in summarizing 
his financial! briefing for women, 
offered a list of seven “invest- 
ment don'ts.” 

“First,” he said, “do not put ali 
your eggs in one basket. Invest 
in different companies and di- 
versify your risk with bonds and 
preferred stocks and common 
stocks. 

“Second, don’t go to a broker 
or investment dealer just because 
you like him. Look for personal 
integrity, plus experience, plus 
sound judgment. 

“Third, don’t listen to ‘get-rich- 
quick’ schemes. As a widow or 
divorcee. you are put on many a 
‘sucker list. Avoid glittering 
speculations. 

“Fourth. don’t buy for a quick 
killing, a quick profit, and, fifth, 
don’t try for an unusually high 
interest and dividend income. 
About 6% is tops today and any- 
thing from 3% to 6% is high 
enough to expect for reasonable 
safety. 

“Sixth. don’t think you can go 
to sleep once your initial program 
is established. Conditions change 


all the time. Mortality in busi- 
ness is sometimes as great as 
among the people who run it. 


Constant professional supervision 
is necessary for all investments. 


“And seventh,’ Mr. Dickhuth 
concludec, “don’t get nervous 
about the daily fluctuations in 


prices. There is usually a buyer 


for every 
some lower, depending on condi- 
tions. But make sure the under- 
lying conditions do not seriously 
affect the long-term value of your 
holdings.” 

Mr. Dickhuth, in his interview 
with Bill Slater, explained. briefly 
the advantages and benefits of 
mutual funds. 


PERSONAL PROGRESS 
JONATHAN G. GULLICK has 
resigned as President of Inter- 
state Securities Corp. in order to 
take the position as President of 
Sterling Investment Fund. W. 
Olin Nisbet, Jr., has been elected 
President of Interstate Securities 
to succeed Mr. Gullick. Mr. Nis- 
bet is also a Vice-President and 
director of Sterling Investment 
Fund. 


Mutual Fund Notes 


TIME HAS been taken by Well- 
ington Fund on WCAU-TYV, the 
Columbia Broadcasting System af- 
filiate in Philadelphia, for a 
series of spot announcements on 
successive Sundays. 


The campaign began Sunday, 
March 16. The time—4 p.m. The 
Wellington Fund commercial is 
preceded by Edward R. Murrow’s 
“See It Now” program and is fol- 
lowed by a popular melodrama. 

The campaign marks the first 
use of television in the. Philadel- 
phia area by any mutual fund. 
For this reason, it is in the nature 
of an experiment. Its duration 
will depend on its effectiveness. 





NEW PROSPECTI 


BOND INVESTMENT Trust of America 
has released for dealers a revised pros- 
pectus dated March 3, 1952 


EATON & HOWARD Balanced Fund has 
issued a prospectus dated March 12, 1952. 
MASSACHUSETTS Investors Second Fund's 
latest prospectus was issued on March 11, 
1952. 

DIVERSIFIED FUNDS, 
fied Investment Fund, Diversified Pre- 
ferred Stock Fund, Diversified Common 
Stock Fund and 20 other series, has pre- 
pared for dealers a prospectus dated 
March 17, 1952. 

MANHATTAN Bond Fund’s new prospectus 
is dated March 17, 1952. 

STERLING INVESTMENT Fund, Commer- 
cial National Bank Building, Charlotte, 
N. C.. has released an initial prospectus 
dated March 12, 1952. 


including Diversi- 





SEC REGISTRATIONS 


COMPOSITE BOND and Stock Fund filed 
on March 21 180,000 shares of capital 
stock. No underwriter. 

RITTENHOUSE Fund filed a registration 
statement with the Securities & Exchange 
Commission on March 11 covering 100,000 
participating units to be offered at market. 
LEWIS (JOHN H.;} on March 19 filed on 
100,000 shares of capital stock to be of- 
fered at market through the Lewis Man- 
agement Company 

INVESTMENT COMPANY of America, Los 
Angeles and Wilmington, Del., filed March 
26 on 1,500,000 shares of common stock. 
No underwriter 





Shares 


zwuncement is neither an 


j any Of these shares. 
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The Transistor— 
An Electronic Miracle 


nervous system. As a result, the 
uses of electronics are as varied 
as the functions of the sensory 
and nervous system itself. Elec- 
tronics helps man to see, hear, 
feel, smell, taste, to accept and 
evaluate data, and to make auto- 
matic decisions. It does all these 
things over wider ranges of stim- 
uli and greater distances in space 
than is otherwise possible.” 


This, in a broad way, is what 
electronics can do for us. The 
truly amazing growth of the elec- 
tronics industry in a relatively 
short time is unparalleled in his- 
tory. Most of you are probably 
already familiar with the jump 
from an estimated $230 million 
worth of electronic equipment at 
factory value for the year 1939 to 
well over $4 billion a short five 
years later. Naturally, the bulk 
of the tremendous increase was 
for the military, but nonetheless, 
it was the same industry which 
handled this more than 18-fold 
expansion. And just to prove this 
growth wasn’t merely a flash in 
the pan, it is estimated that by 
the end of last year, total elec- 
tronics production was running at 
an annual rate at least equal to 
the peak set during World War II. 
This time, though military pro- 
duction was an important part of 
the total, it constituted less than 
50%. Will the electronics industry 
continue to show this phenomenal 
rate of increase? A Sylvania 
Electric Vice-President, E. F. 
Carter, has gone on record with a 
$7 billion forecast for next year. 
We think Mr. Carter is somewhat 
on the optimistic side, but there’s 
no question that 1953 will set a 
new high in electronic production. 


Not only is the science of elec- 
tronics (for it is a science rather 
than an “indsutry,” even though it 
is generally referred to in that 
manner) rapidly replacing many 
of the heretofore conventional 
applications with which we are 
familiar, but even in electronics 
itself, new developments evidence 
themselves with dazzling rapid- 
ity. A year ago I wrote an article 
for “The Commercial and Finan- 
cial Chronicle” with the headline, 
“Electronics—The Growth Story 
of a Century,” and said: “Indeed, 
the electron tube is today’s Alad- 
din’s Lamp itself, capable of per- 
forming miracles for those who 
know its secrets.” Looking not 
too far into the future, there is 
now strong evidence that instead 
of the electron tube, it will be the 
transistor which will perform the 
miracles. 


A New Gadget 


What is this amazing electronic 
device which has captured the 
imagination of realists and dream- 
ers alike—the “gadget” which 
some scientists have stated will 
change all of our lives more pro- 
foundly than nuclear energy or 
any other “discovery” of this cen- 
tury? In simple terms, a transis- 
tor is a speck of germanium metal, 
contacting either two or three 
wires in a plastic or metal shell. 
In the “junction” transistor, a tiny 
rod of germanium, about the size 
of a pinhead, is the heart of the 
device. The ends of this rod have 
had added to them impurities 
which cause the electrons to con- 
centrate there, while in between 
there is a deficiency of electrons. 
Therefore, the ends of the rod 
become the equivalent of the fila- 
ment and plate found in the 
vacuum tube, and the center be- 
comes the grid. As a result, no 
energy is required to “boil out” 
the electrons as there would be 
from the filament in a_ tube. 
Furthermore, there is no filament 
to burn out, nothing to wear out, 


and practically nothing that can 
be expected to damage the tran- 
sistor. 


In addition to the minute size, 
almost indefinite life and rugged- 
ness, the power requirements are 
Staggeringly modest. In some 
applications it may run as small 
as a millionth of the power re- 
quired to operate vacuum tube 
equivalents. As compared to 
power used (or wasted) today, 
this is much the same as sending 
a 12-car freight train to haul 
nothing but a pound of butter, 
which is the way a Bell Labs man 
so aptly stated. Bell has a junc- 
tion transistor circuit which 
operates solely from the energy 
picked up by a photocell in front 
of a white shirt. Dr. Robert M. 
Burns, chemical director of Bell 
Labs, recently predicted a “new 
electronics industry, based on the 
transistor and other electronics 
devices employing germanium, 
that will become the rival in size 
of the chemical industry.” (And 
Bell Labs personnel are ultra con- 
servative in all things, especially 
public forecasts.) 


Mass Production of New Device 
Underway 

Transistors did not come into 
being overnight. Almost four 
years ago, the “Physical Review” 
published a paper by two scien- 
tists from Bell Telephone Labora- 
tories, the company which has 
done more than any other to 
bring the transistor to its present 
stage. The paper describes the 
transistor as “a three-element 
electronic device which utilizes a 
newly-discovered principle in- 
volving a semi-conduction as the 
basic element.” Of course, work 
had been going On in the field of 
semi-conductors for quite a while 
before this paper saw the light of 
day. Since that time, Bell Labs 
have published a volume as thick 
as a big city telephone book, 
called “The Transistor,’ and in 
April will hold symposiums at its 
pilot plant (the first one) for all 
of its licensees. This is all by 
Way of saying that the transistor 
is not a commercial reality as 
yet, even though it seems to be 
well on the way to achieving that 
status. Even though mass produc- 
tion of the device hasn’t been 
fully mastered yet, here are a 
few of the companies which either 
have gone into the business seri- 
ously or at least have announced 
they will get into it: General 
Electric (second only to Bell Labs 
in accomplishments to date), RCA, 
Sylvania, Raytheon, Westing- 
house, IBM and Philco. 


The engineers we have talked 
transistors with are agreed on one 
thing: it is not an easy component 
to make. No doubt the day will 
come when mass production tech- 
niques will allow tremendous 
quantities of different varieties of 
semi-conductors to be turned out 
at extremely low cost. In the 
meantime, we don’t want to give 
the impression that the transistor 
miracle is just around the corner. 
Nevertheless, it is difficult to 
over-emphasize the potential use- 
fulness and unique qualities of the 
device that not only performs 
roughly the same functions as the 
vacuum tube, but should in time 
replace many applications where 
tubes are required today and 
bring about countless new uses. 

RCA has spoken of the possi- 
bility of a real Dick Tracy item, a 
tiny radio worn on the wrist, 
using transistors with no batteries, 
with heat from body energy 
supplying power. The _ infinite 
potentialities in all fields of elec- 
tronics not only challenge the 
imagination, but according to the 
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best scientific knowledge and 
opinion on the subject, will in 


many cases be commercial reali- 
ties within our lifetimes. The 
transistor is but one of various 
new devices coming out of the 
electronic laboratories. Today it 
looks like the most important one, 
but tomorrow there may be some- 
thing just as significant. The only 
thing we can be sure of is the 
continued growth of electronics 
which, to put it tritely, has merely 
scratched the surface. Though 
electronic science is already in 
the process of contributing to a 
technological revolution, many of 
those familiar with what can some 
day be expected of the transistor 
feel that it will superimpose a 
new revolution of even greater 
magnitude on the one now under 
way. 


Forest Shipley Now 
With Edgerton, Wykcff 





Forest W. Shipley 


(Special to Tue FinanciaL CHRONICLE) 

LOS ANGELES, Calif.—Forest 
W. Shipley has become associated 
with Edgerton, Wykoff & Co., 618 
South Spring Street. Mr. Shipley 
was formerly Manager of the 
Trading Department for Marache 
Sims & Co. and prior thereto was 
an officer of Quincy Cass Asso- 
ciates. 


With Merrill Lynch Co. 


(Special to Tue FINANCIAL CHRONICLE) 


LOS ANGELES, Calif.—Charles 
E. Shea has become affiliated with 
Merrill Lynch, Pierce, Fenner & 
Beane, 523 West Sixth Street. 


Neary, Purcell Adds 


(Special to THe Financia CHRONICLE) 


LOS ANGELES, Calif.—Robert 
J. Martin, III, is now with Neary, 
Purcell & Co., 210 West Seventh 


Street, members of the Los An- 
geles Stock Exchange. 


Murphy & Co. Admit 


Murphy & Co., 39 Broadway, 
New York City, members of the 
New York Stock Exchange, will 
admit Vincent E. Scullin to part- 
nership on April 3rd. 




















44 (1316) 


Continued from first page 


Beating the Tom-Toms! 


How can the Commission possibly reconcile this testi- 
mony with its present sponsorship of the current proposal 
to implement Title V? 

When was it in error, then, or now? 

The securities industry is indebted to Representative 
Fred E. Busbey of Illinois for his courageous fight in its 
interest. 

Because of his background as a broker-dealer Mr. 
Busbey is well qualified to deal with this problem. 


The “Congressional Record” shows that he has been 
indefatigable in his opposition to the contemplated taxing 
of brokers and dealers, and has exchanged correspondence 
among others with Donald C. Cook, SEC Chairman, and 
Hon. Albert Thomas, Chairman, Subcommittee on Inde- 
pendent Offices Appropriations. 


The following quotation from a letter dated March 6th 
which Mr. Busbey sent to Mr. Thomas is significant: ‘‘It 
is my opinion that the SEC should have held public hear- 
ings first before sending out any proposed schedule to 
brokers and dealers, but notwithstanding this fact, I do 
not see how any hearings held by the SEC could properly 
correct the injustices that will be done to brokers and 
dealers by such a hearing. The hearings, as you well know, 
will not be on the inequities of the law as interpreted by 
the SEC, or any amendment to the law, but merely upon 
the amount of fees to be charged. It is for that reason 
that I sincerely trust that, in the wisdom of the Subcom- 
mittee on Independent Offices Appropriations, of which 
you are Chairman you will, in reporting out your appro- 
priation bill, write into the law a specific provision ex- 
empting brokers and dealers from any proposed fees to 
be charged by the SEC under Title V, Public Law 137.” 


It will be recalled that Representative Busbey is him- 
self the author of a bill, H. R. 6846, providing for the 
amendment of Title V by inserting the following provision 
at the end thereof: “And provided further, That nothing 
contained in this title shall authorize the Securities and 
Exchange Commission to prescribe any registration, filing, 
or other fee or charge with respect to brokers or dealers 


subject to the Securities Exchange Act of 1934, as 
amended.” 


We have said editorially on previous occasions that 
while the idea of this bill is an excellent one we had 
grave doubts about its validity because only brokers and 
dealers (a special class) were the selected beneficiaries. 


In this connection the answer of Representative 
Thomas to Representative Busbey’s letter of March 6th 
is important. 


He said: “Concerning the proposed fees under Title V 
of the Independent Offices Act of last year, that language 
is not a positive mandate or directive to any of the other 
40 or 50 Government agencies involved. This being true, 
I think it would be improper for the committee to single 
out any one agency for exemption.” (Emphasis supplied.) 

The following exchange in the House of Representa- 
tives points up the argument that Title V is unconstitu- 
tional: “Mrs. St. George (Representative from New York): 
Is it not a fact that in view of the very doubtful constitu- 
tionality of Title V the courts would very likely throw 
out any cases that might be brought up? It is my under- 
standing that cases have been brought up under similar 
legislation, namely, the National Recovery Act of 1933 
and the Agricultural Act of 1933, and in all these cases 
the courts have upheld the petitioners against the law. 
Mr. Busbey: I think the gentlewoman from New York is 
correct. I would not take it upon myself to decide for 
the courts, but why go to all that trouble? Why should 
the Securities and Exchange Commission even think of 
these proposed fees? There is no reason and no justifica- 
tion for levying them, in the first place. It is causing a 
great deal of mail to come to every Member of the House, 
and is causing a great deal of trouble and expense to the 
industry as a whole.”’ 

Another statement on the Floor of the House of 
Representatives strikes us as being not only pertinent 
but extremely important. After Representative Busbey 
had yielded to Mr. Coudert of New York, Mr. Coudert 
said: “I only want to take this opportunity to commend 
my distinguished colleague for the strong line he is taking 
upon this subject. As one Member of this House it seems 
to me quite clear that the Securities and Exchange Com- 
anission is stretching very far the language of this Act and 
is certainly interpreting it in no sense as Congress in- 
tended that it should be interpreted. I commend the 
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gentleman for the amending legislation that he is offering, 
and for my part I am inclined to believe that this entire 
Section V should be repealed because under it, if other 
agencies are permitted to extend their power contrary 
to the obvious intention of the Congress as this one is, 
then it will definitely create a secondary tax structure 
and constitute a very great burden on business.” 


Our campaign to annihilate Title V and the proposal 
of the Commission to implement it is not without its com- 
pensations. We have received letters of approval from a 
number of our legislators, from men in the securities 
industry, and from members of the public generally. 

Following our example the cudgels in opposition have 
been taken up in many quarters and there has been a unity 
of opposition not recently attained in our field. 


Industry in general is beginning to appreciate the 
inherent dangers of Title V and one of the most recent 
opponents is the New York Chamber of Commerce, which 
has released an opposing memorandum through the me- 
dium of its Committee on Taxation, of which Percival 


F. Brundage, senior partner of Price, Waterhouse & Co., 
is Chairman. 


The SEC, however, turns a deaf ear to this torrent 
of antipathy. It adopts an attitude of convenience, that is, 
convenience to the Commission. 

When the Independent Offices Appropriation Bill 
was in the hopper and the Commission had an opportunity 
to discuss it and give testimony, and to circularize the 
proposal, it failed to do so. 

The Commission backs away from the constitutional 
argument. The SEC will not recognize that Title V is 
merely permissive and not mandatory since it just ex- 
presses an opinion in saying “It is the sense of the Con- 
gress.” 

The Commission holds itself out as being concerned 
with the fiscal policy of the Appropriations Committee, 
and will take no position on whether Title V is a proper 
expression of that policy. In our view, however, the SEC 
is thoroughly content with Title V because under it the 
SEC intends to exercise the tremendous powers which 
the ability to tax implies. 

There must be a more intense molestation of the 
Commission as it continues to beat the drum for the exer- 
cise by it of more and greater powers. 

Such reaching out endangers the very existence of 
the securities industry. 

Again we emphasize the medium, the immediate 
overall remedy insofar as Title V is concerned. It is the 
prompt repeal of that Title. 


EDITOR’S NOTE: The “Chronicle” continues to re- 
ceive communications from members of Congress and 
of the securities industry, etc., relative to our previous 
articles on the SEC “fees” proposal. Comments cur- 
rently at hand are given herewith. 





PERCIVAL F. BRUNDAGE 


Chairman, Committee on Taxation, 
New York Chamber of Commerce, 
New York City 
pending proposal 


The of the 


Securities and Exchange Commis- 
sion to 
fees 


impose a series of new 
and charges, estimated to 
aggregate 
$1,225,000 in 
addition to 
present regis- 
tration fees 
and charges, 
was opposed 
in part by the 
Committee on 
Taxation of 
the New York 
Chamber 
of Commerce 
in an interim 
report issued 
on March 24, 
and to be pre- 
sented at the 
Chamber’s monthly meeting on 
April 3. 

“The authorization of registra- 
tion requirements and registration 
fees should properly remain the 
responsibility of Congress,’ the 
Committee said, charging that 
part of the Commission’s proposed 
new charges would in effect 
“create a series of subsidiary taxes 
in the guise of regular registra- 
tion fees” payable by investment 
companies, broker-dealers, invest- 
ment advisers and public utility 
holding companies. 


“The inauguration of this type 


Percival F. Brundage 


of fee would be dangerous in the 
extreme and could easily be im- 
posed by every other government 
agency,” the Committee declared 
in urging the Commission to limit 
its proposed charges to work 
done, reports, registration state- 
ments and other publications it 
issues. 

According to the SEC proposal, 
the following new fees’ and 
charges are contemplated: 

(1) Letters of notification and 
other exemptive filings under 
Section 3 (b) of the Securities 
Act—$25 per offering. 

(2) Qaulification of trust inden- 
tures covering securities required 
to be registered under the Securi- 
ties Act— $100 per indenture. 


(3) Annual registration fee 
payable by investment companies 
—ranging from a minimum of $30 
for companies having gross assets 
of $300,000 or less to a maximum 
of $2,500 for companies having 
gross assets in excess of $200 
million. 

(4) Annual registration fee pay- 
able by brokers and dealers—$50 
plus $10 for each officer, partner, 
employee, etc., engaged in selling 
securities or supervising such ac- 
tivity. 

(5) Annual registration fee pay- 
able by investment advisers—$50. 


(6) Annual registration fee pay- 
able by public utility holding 
companies—1/200th of 1% of the 
assets of the system with a maxi- 
mum of $25,000 and a minimum 
of $500. 
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(7) Annual fee for certain con- 
ditionally exempt public utility 
holding companies — 1/200th of 
1% of the system assets with a 
maximum of $500. 

In addition there would be an 
increase in the present fees for 
photo-duplications and a charge 
of $1 for each certification. 

“While several of the items pro- 
posed by the Commission appear 
to be justified as being charges 
rendered to special beneficiaries, 
those proposals to impose annual 
registration fees on brokers and 
dealers, investment companies, in- 
vestment advisers and _ public 
utility holding companies raise 
serious questions,” the Committee 
concluded. 

“Such registration fees as are 
proposed, cannot be considered 
charges for special services. In- 
vestment companies, brokers and 
dealers in securities, and others 
who are required to register under 
the Securities Exchange Act are 
not special beneficiaries. They are 
required to register with the SEC 
‘in the National public interest,’ 
and not because of any service, 
benefit or privilege of value re- 
sulting from registration. 

“There are far-reaching im- 
plications growing out of the SEC 
proposal for registration fees. Un- 
der the stated justification for the 
fees, virtually every agency of 
government could impose similar 
types of fees. The obvious result 
would be to create a subsidiary 
tax structure framed, not by Con- 
gress, but by the government 
agencies themselves. This would 
be exceedingly poor public 
policy.” 


HON. NORRIS POULSON 
U. S. Congressman from Calif. 


I have read the editorial, “The 
Honorary. Pallbearers,” in the 
“Chronicle” of March 13. I think 
you are on the right track and 
you should keep hammering at 
the SEC and get the people 
aroused as to how such matters 
are put over. Unfortunately, in 
the past, Congress has been writ- 
ing too many general laws grant- 
ing authorities to the various 
agencies to write the rules and 
regulations, Then the rules and 
regulations become the laws and 
not the general authorization 
which we passed. This is a fine 
example of just that. 

I agree with your argument that 
about the only solution now is 
just to repeal Title V of the Inde- 
pendent Offices Appropriation 
Act of 1952. 


HON. RALPH A. GAMBLE 
U. S. Congressman from N. Y. 


Last year, instead of finding 
and recommending ways toward 
greater economy in government 
and reduction of the Budget, the 
Democratically-controlleqd Senate 
Committee on Expenditures in 
Executive Departments headed by 
its chairman, Senator McClellan 
of Arkansas, made_ extensive 
studies looking toward means of 
producing revenues. The Com- 
mittee felt charges could equitably 
be made for many of the services 
performed by agencies of the gov- 
ernment. On the basis of the 
recommendations of the Commit- 
tee, a provision was inserted in 
the Independent Offices Appro- 
priation bill authorizing Federal 
agencies to levy fees for services. 

By interpreting the language in 
the law which authorizes the im- 
position of “fair and equitable” 
fees to mean exorbitant charges 
may be made, the Securities and 
Exchange Commission has far 
exceeded its authority and gone 
far beyond the intent of the Con- 
gress. 


The Congress undoubtedly will 
act to correct this and I shall cer- 
tainly support remedial legisla< 
tion. 

At the request of the Securities 
and Exchange Subcommittee of 
the House Committee on Inter- 
state and Foreign Commerce, the 








Volume 175 


Securities and Exchange Commis- 
sion will hold public hearings on 
the fee proposal beginning March 
14. If the Commission does not 
revise its schedule to make its 
fees “fair and equitable” I hope 
and expect that the Congress will 
amend the law to prohibit action 
by any governmental agency 
which was never intended by the 
Congress. [1 shall support such 
legislation. 


HON. HERBERT H. LEHMAN 
U. S. Senator from New York 


As you have stated, this SEC 
proposal is the result of a Con- 
gressional admonition included in 
the Executive Offices Appropria- 
tion Bill for fiscal 1952 passed last 
year. Title V, entitled “Fees and 
Charges,” was inserted in that bill 
by the House of Representatives 
and approved unchanged by the 
Senate. According to Title V, all 
government agencies are urged to 
prescribe fees, charges and prices 
which are “fair and equitable tak- 
ing into consideration direct and 
indirect cost to the government, 
value to the recipient, public pol- 
icy or interest served, and other 
pertinent facts.” The purpose of 
this, in the words of the legislative 
language, is to make this type of 
government work or service “self- 
sustaining to the full extent pos- 
sible.” 


From the reading of the Appro- 
priations Committee’s reports on 
that bill, it is obvious that the 
prime reason for the insertion of 
Title V was a desire to raise Fed- 
eral revenues in this manner so 
that the agencies involved might 
be able in the future to request 
smaller appropriations for their 
upkeep. Some of the more vocal 
spokesmen in Congress for gov- 
ernment economy insisted during 
the past few years that govern- 
ment agencies could provide more 
of their own administrative funds 
than they are now providing. 


However, I understand fully 
your desire that whatever revi- 
sions are made by the SEC in 
these rules be reasonable and fair. 
In this connection, I was notified 
by Congressman Louis B. Heller, 
Chairman of the SEC Subcommit- 
tee of the House Committee on 
Interstate and Foreign Commerce, 
that his group unanimously 
adopted a resolution on March 5 
urging the SEC to hold public 
hearings On this matter. Chair- 
man Heller informed me further 
that in response to this request, 
the SEC decided to hold these 
hearings beginning March 14. 


EDWARD F. HINES 


Corresponding Secretary, Boston 
Securities Traders Association 


Editor’s Note: Following is 
text of a letter sent on behalf 
of the above-mentioned asso- 
ciation to Senator Brewster 
of Maine by Mr. Hines who is 
associated with Chace, White- 
side, West & Winslow, Inc., 
Boston, Mass. 


Hon. Owen Brewster, 
Senate Office Building, 
Washington, D. C. 

Dear Senator Brewster: 

I am writing to you on behalf 
of the Boston Securities Traders 
Association, an organization whose 
257 members reside in the five 
New England States of Maine, 
New Hampshire, Vermont, Massa- 
chusetts and Rhode Island. We 
are opposed to the recent release 
ef the Securities and Exchange 
Commission On their proposal to 
Adopt and Amend Rules with 
Respect to Fees and Charges by 
the Commission. 

Some proposals, such as fees for 
reproduction of documents, are all 
right. However, most of the rest 
are additional taxes, in some 
cases duplicating fees already paid 
to a national securities organiza- 
tion. This industry is now taxed 
perhaps more heavily than is 
proper, with income taxes, trans- 
fer taxes, NASD fees, etc. Any 


further taxation would become not 
only burdensome, but punitive. 

The delegation of the taxing 
power by Congress to various 
governmental agencies, as the In- 
dependent Offices Appropriations 
Act of 1952 is being interpreted 
by the SEC, can have far-reaching 
consequences which we believe 
would be detrimental to the 
United States and to the position 
of Congress. We believe it was 
not intended by Congress that this 
Act be applied in the way which 
the SEC has signified its inten- 
tion to act. 

Very truly yours, 


BOSTON SECURITIES 
TRADERS ASSOCIATION, 
By 
EDWARD F. HINES, 
Corresponding Secretary. 


CURTIS V. ter KUILE 
Haligarten & Co., New York City 


When I read in the newspaper 
recently that the Securities and 
Exchange Commission was plan- 
ning to tax investment bankers 
and brokers 
and also to 
levy certain 
other new 
charges 
against the 
securities 
business my 
first thought 
was that such 
a procedure 
would be il- 
legal and that 
the taxing 
power on the 
citizens 
rested solely 
with Congress. 
Consequently, I was delighted to 
note in your issue of Feb. 7 that 
you are taking the lead in oppos- 
ing this new encroachment on 
businessmen. 

I wish you great success in your 
efforts to prevent the above- 
mentioned usurpation of power. 


NORMAN F. DACEY 


Norman F. Dacey and Associates, 
Bridgeport, Conn. 


Editor’s Note: Mr. Dacey 
has furnished the “Chronicle” 
with a copy of a letter sent 
by him under date of March 
12 to Senators William Ben- 
ton and Brien McMahon, both 
of Connecticut. The letter is 
reproduced herewith: 


Dear Senator: 

The Securities and Exchange 
Commission was created by the 
Securities Act of 1933 to regulate 
the sale of securities in our coun- 
try. It was created not for the 
benefit of those engaged in the 
security business but rather for 
the protection of the general pub- 
lic. Security dealers derive no 
benefit from such regulation; the 
public derives a vast benefit. It 
is proper, therefore, that the cost 
of this protection should be a 
general expense of government 
shared by all the people. To ask 
the security dealers to pay for the 
cost of their own regulation is as 
ridiculous as levying a special tax 
On auto owners to pay for traffic 
police. Similarly, the Food and 
Drug Administration’s expenses 
are borne by the people as a 
whole; they are not raised by a 
direct levy upon those who pro- 
duce or handle foods or drugs. 

The power to tax is exclusively 
the right of Congress. Members 
of Congress should be alert to any 
move from any direction to rob 
them of that exclusive right. Any 
such effort should be viewed with 
instantaneous alarm and indigna- 
tion. 

Your attention is respectfully 
drawn to the effort now being 
made by the Securities and Ex- 
change Commission to (a) transfer 
the cost of regulation of the se- 


curities business from the public 
to the shoulders of those who are 
regulated, and (b) usurp the tra- 
ditional right of the Congress to 


Curtis ter Kuile 
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levy taxes. The Commission has 
announced that, effective shortly, 
a schedule of taxes shall be levied 
annually against the _ security 
dealers of the country in the guise 
of an annual “registration fee” 
ranging in amount from $50 to 
$200,000 or more annually per 
dealer. This, in addition to the 
taxes which these dealers pay in 
the normal course of being Amer- 
ican citizens. 

A dealer fills out a simple form 
for “registration.” This is placed 
in a filing cabinet in Washington. 
Thereafter, if a complaint should 
ever be lodged against the dealer, 
the Commission knows who he is 
and just where to find him. Be- 
yond filing it, the Commission 
does absolutely no work in con- 
nection with such “registration.” 
For such “registration” it now 
proposes to levy the fees men- 
tioned above. As justification, it 
points to Title V of Public Law 
137, 82d Congress, which author- 
izes government agencies and 
regulatory bodies to charge for 
special services rendered. This 
the SEC now does in the form of 
fees for copies of documents, etc. 
By some inconceivably torturous 
reasoning, it now seeks to in- 
clude the simple act of registra- 
tion, which is not a benefit sought 
by the security dealer, but a re- 
quirement thrust upon him, in its 
list of “special services”! 

Consider well the implications 
of this act of government. The 
Agriculture Department may tax 
the farmer upon the basis of his 
total acreage. The Interstate 
Commerce Commission may tax 
all railway employees. The Civil 
Aeronautics Administration may 
tax all employees of the aviation 
industry. To make its stand even 
more unreasonable, the SEC pro- 
poses that while the act of regis- 
tration is performed but once by 
the dealer, the “registration fee” 
or tax shall be an annual one. 

The security business is the 
most regulated business in our 
country today. Once accused of 
harboring some scalawags, it has 


long since paid for its sins and 
become the most circumspect 
business in the land. For years, 


it has suffered just such bullying 
proposals as these from a Commis- 
sion which twisted and distorted 
the securities laws to suit its own 
Caesar - like pronunciamentos. 
There must be an end somewhere 
and it is the hope of those in the 
financial community that our rep- 
resentatives in Washington will 
realize the far-reaching implica- 
tions of this usurpation of their 
powers by a Federal agency and 
will voice an emphatic “No”! 
We invite your support. 
Very truly yours, 


NORMAN F. DACEY. 
Joins Paine, Webber 


(Special to Tue FmInancrat CHRONICLE) 

BOSTON, Mass.—Stephen Little 
is now with Paine, Webber, Jack- 
son & Curtis, 24 Federal Street. 


Two With G. H. Walker 


(Special to Tue FInaNcIAL CHRONICLE) 

BOSTON, Mass. — Paul G. 
Gaffney and Francis K. Wood, Jr. 
are now associated with G. H. 
Walker & Co. 


Gibbs & Coe Add 


(Special to THe FINANCIAL CHRONICLE) 

WORCESTER, Mass.—Robert J. 
Cashman and Albert W. Scoffield 
are now with Gibbs & Coe, 507 
Main Street. 


Davison Director 


At a meeting of the Board of 
Directors of United States Steel 
Corporation, Harry P. Davison 
was elected a Director of the Cor- 
poration and a member of its 
Finance Committee, succeeding 
the late William A. Irvin. Mr. 
Davison has been a Vice-President 
and Director of J. P. Morgan & 
Co. Inc. since its incorporation in 
1940. 


Continued from page 12 


(1317) 45 


How Can Bank Shares 
Be Made More Popular 


tion, rightfully the property of all 
stockholders, is withheld by the 
few, those few are in a position 
to benefit at the expense of all 
stockholders. 


More Information to Shareholders 


Now, more than-ever, banks are 
seeking public understanding of 
their problems in order to correct 
burdensome inequities. Beyond 
the obligation to deal fairly with 
stockholders, they are _ short- 
sighted not to issue full and frank 
reports. There are banks which 
make no disclosure, others only 
partial disclosure. By so doing, 
they are making banking vulner- 
able to attack, endangering all 
banks. 


True, great progress has been 
achieved by many banks in im- 
proving stockholder relations. 
Their number is constantly grow- 
ing. New confidence has been 
created among investors, but the 
fact is, the blackout continues in 
many banks and leaves stockhold- 
ers in the dark. 


In the absence of full and frank 
reports, markets for bank shares 
continue narrow and limited. In- 
vestor interest is chilled. Invest- 
ment dealers say they are in no 
position to make representations to 
potential buyers, Often an invest- 
ment dealer will try to lift man- 
agement’s iron curtain. “Sorry, 
we can’t give you information 
which we haven't given to stock- 
holders,” has often been the 
answer. When these shares do 
change hands, the transaction is 
effected at sacrifice prices. Usu- 
ally the buyer turns out to be 
someone familiar with the facts. 
The resulting climate is not a 
healthy one for attracting addi- 
tional capital. The fact is, with- 
drawal is encouraged. Perhaps 
this may explain the alacrity with 
which shareholders ratify propos- 
als for liquidation, termed these 
days “cash” mergers. 

Let us consider other construc- 
tive opportunities to further the 
acceptance of bank shares among 
investors. How can the commod- 
ity be better tailored to meet the 
needs of investors? 

Shares should not be too diffi- 
cult to buy nor too difficult to 
sell. A narrow capitalization 
usually means high-priced shares. 
In contrast, moderate-priced 
shares have wider appeal, there- 
fore broader markets and greater 
liquidity. 


Banks Should Set Their 
Sights Low 

Investors want income in the 
form of dividends. This they 
judge by comparison with other 
fields of investment. Investors 
are aware of the safety and sta- 
bility of bank shares and do not 
expect the same returns they can 
get in speculative securities. 
However, this does not mean that 
banks should set their sights too 
low. 

Dividends should be related to 
stockholders’ equity as well as to 
recurring earning power. The 
fact is, member banks of the Fed- 
eral Reserve System in 1951 paid 
out less than 50% of their net 
profits. This return was equal to 
3.7% of total capital accounts, the 
stated equity of the stockholders. 
A substantial number paid more 
and many paid less. Bank shares 
are safe investments, but this is 
not enough. They must be profit- 
able as well to hold investor in- 
terest. 

Even today, there are bankers 
who regard dividends as an ex- 
pense rather than as a rightful 
return to the owners. Dividend 


policy should be determined by 
earning power and adequacy of 


capital, not by personal tax con- 
siderations. 

Forward - looking managements 
have the opportunity to enlist the 
strength inherent in the co- 
ordinated efforts of the various 
banking organizations. Much can 
be accomplished in this way to 
further the reception of bank 
shares in the investment world. 

The principle of full disclosure 
and uniform accounting should be 
promoted among all their mem- 
bership. Much has already been 
done in this direction. The Amer- 
ican Bankers Association and the 
New York State Bankers Asso—- 
ciation have advocated a stand- 
ardized form of reporting bank 
earnings. This has been adopted 
by an increasing number of banks 
in 


their published reports to 
stockholders. Further, these or- 
ganizations, through alert and 
vigilant committees, have the 


opportunity to safeguard the in- 
terests of shareholders by timely 
and telling presentation of their 
case before those government 
agencies whose decisions have soe 
often affected adversely the inter- 
ests of private ownership. 

The intervention by the New 
York State Bankers Association 
to delete bank shares as securities 
eligible for savings bank invest- 
ment under the bill now pending 
in Albany is a disappointment te 
bank shareholders everywhere. 
They are unable to understand 
the basis of this action, especially 
at this time when new sources of 
capital are needed by commercial 
banks. I have personally ques- 
tioned a number of individual 
bankers and have found unani- 
mous the view that this action 
was unwise and harmful. The 
action on the bil] occurred so rap- 
idly there was little opportunity 
for bankers generally to register 
their views. The episode hurts 
the reception of bank shares 
among investors. 


Conclusion 


In sum, opportunities to further 
investor acceptance of bank 
shares exist, first, in management 
relationship with shareholders 
and, second, in management rela- 
tionship with government. Bank- 
ers can be effective in both rela- 
tionships, individually and through 
their organizations. 

The goals include uniform and 
faithful reporting, more liberal 
dividend policies where justified, 
moderate-priced shares, and effec- 
tive presentation of how burden- 
some inequities hurt bank earning 
power and make capital more 
difficult to obtain. A great deal 
remains to be done to further the 
acceptance of bank shares among 
investors. It is fortunate that so 
much has already been accom- 
plished by progressive bankers, 


Smithken Co. Formed 


Lewis Smithken has formed 
Smithken and Company with of- 
fices at 42 Broadway, New York 
City to engage in the securities 
business. Mr. Smithken was for- 
merly with Tellier & Co., Israel 
& Co., F. H. Winter & Co. and 
Mitchell Hoffman & Co. 


Haywood, McGhee Co. 


CLEVELAND, Ohio—Haywood, 
McGhee & Co. has been formed 
with offices at 2587 East 55th 
Street, to engage in the securities 
business. Norman L. McGhee is a 
principal of the firm. 


Bernhard Fennekohl Opens 


Bernard Fennekohl is engaging 
in a securities business from of- 
fices at 215 East 86th Street, New 
York City. 
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—— By WALTER WHYTE =— 


You saw dullness most of 
last week. From the action up 
to this writing the chances 
are you'll see more of the 
same this week. Considering 
where the market is, however, 
dullness at this stage of the 
cycle is not a disturbing fac- 
tor. It is what you were told 
to look forward to in the past 
two weeks. A market which 
has recovered its lost ground 
by advancing within reaching 
distance of previous highs, 
seldom has enough inner 
strength to hurdle old ob- 
stacles. It does one of two 
things, at least one of two 
things that would not be bear- 
ishly interpreted. It either 
goes into protracted dullness 
or it gradually backs away 
from the highs. 

% a # 

On a back-away, a reaction 
must not go beyond certain 
predetermined technical lev- 
els. In the event it does, the 
chances are that new weak- 


ness will follow, even though 
a minor rally may intercede 
between the two waves. Dur- 





Pacific Coast 
Securities 


Orders Executed on 
Pacific Coast Exchanges 


Schwabacher & Co. 


Established 1919 
INVESTMENT SECURITIES 
Members 
New York Stock Exchange 
New York Curb Exchange ( Associate) 
San Francisco Stock Exchange 
Chicago Board of Trade 
New York Cotton Exchange 


14 Wall Street New York 5, N. Y. 
COrtlandt 7-4150 Teletype NY 1-928 


Private Wires to Principal Offices 

San Francisco—Santa Barbara 

Monterey—Oakland—Sacramento 
Fresno—Santa Rosa 








ee CALL == 


Per 100 Shares Plus Tax 


Amer. Viscose @62 June 9 $437.50 
Tex. Gulf Sul.@106', Apr. 21 225.00 
U. S. Smelting @81 May 19 650.00 
St’d Oil of N.J.@76 Apr. 29 275.00 
Gulf Oil ..... @56*, Apr. 28 137.59 
Doug. Aircraft @58',Apr. 21 162.50 
Mo.Kan.Tex.pf.@55 May 2 525.00 
Armco Steel ..@36*,June 14 262.50 
South. Pacific @68'/, Apr. 23 112.50 
Merck & Co. @30 ‘Mey 26 13750 
Merc o...@ ay : 

Huds. Motors.@13 May 12 200.00 
Pepsi-Cola ...@ 87%glune 16 100.00 
Zenith Radio. .@79*%,lune 12 387.50 
Celanese ....@42% June 9 287.50 
Imperial Oil ..@37'2May 7 225.00 
Cities Service.@108 May 29 425.00 
Phillips Petrol.@465,May 3 962.50 


Subject to prior sale or price change 
Explanatory pamphlet on request 


We also make quotations for 30 days, 60 
days, 90 days and 6 month options. 


HOMAS, HAAB & BOTTS 


Members Put & Call Brkrs. & Dirs. Assn., Inc. 





50 Broadway, New York 4 Tel. BO 9-8470 








ing dullness the market tends 
to build up inner strength, 
usually to the accompaniment 
of news which at first blush 
is either ignored or misinter- 
preted. A case in point is the 
recently publicized steel nego- 
tiations. The steel companies 
claimed that if the wage rates 
(increase of 1742 cents per 
hour) go through it would 
cost 30 cents per man hour 
and therefore price increases 
up to $12 a ton would be 
asked for. Under the Capehart 
amendment to the 1951 De- 
fense Production Act, the in- 
dustry could get only $2 per 
ton increase to meet the 
higher wages. What the ulti- 
mate outcome of this situation 
will be only time will reveal. 
However, indications are that 
the industry will be granted a 
compensatory price increase 
that will permit maintenance 
of the current profit rate. 


It is one of the reasons why 
the steel stocks have not de- 
clined as much as the view- 
ing-with-alarm statements in- 
dicate. The fact that Defense 
Mobilizer Wilson turned down 
the recommendations of the 
Wage Stabilization Board, and 
new rumblings of a steel 
strike are being heard, may 
cause some disquiet among 
steel shareholders. However, 
in view of the industry’s im- 
portance to the nation’s de- 
fense, and the further fact 
that this is an election year, 
it appears certain that some 
formula will be devised that 
will prove acceptable to both 
sides of the controversy. 

The market is now starting 
to champ at the bit. The pe- 
riod of dullness is about over. 
There may be a temporary 
decline, maybe a swift one, 
followed by a burst of 
strength. So guide your pur- 
chases accordingly. 


[The views expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
those of the author only.] 


With T. J. Pringle 


(Special to THt FINANCIAL CHRONICLE) 
SHREVEPORT, La.—Carver W. 
Blanchard is now associated with 
T. J. Pringle Investment Co., 515 
Market Street. 


With Minneapolis Assoc. 


(Special to THE FINANCIAL CHRONICLE) 
MINNEAPOLIS, Minn. — Alvin 
C. Appel has been added to the 
staff of Minneapolis Associates, 
Inc., Rand Tower. 


Joins J. A. Lynch 


(Special tc THE FINANCIAL CHRONICLE) 
ST. CLOUD, Minn.—William J. 
Hackett has joined the staff of J. 


A. Lynch Company, Inc., 1616 St. 
Germain Street. 


With R. R. Underwood 


Special tc THE FINANCIAL CHRONICLE) 
MONROE, La. — Marvin L. 
Quillen has become affiliated with 


R. R. Underwood, 245 South 
Grand Street. 


With Benjamin & Lang 


CHICAGO, Ill. — Morton B. 
Lang is now with Benjamin and 
Lang, Incorporated, 10 South La 
Salle Street. 
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Sound Money, Arch of Freedom — 
Unsound Money, Tool of Tyrants! 


give-away policy when he said 
in his play “King Henry VI”: 

“For how can tyrants safely 
govern home, unless abroad they 
purchase great alliance?” 

Now back to my title “Sound 
Money the Cornerstone of Free- 
dom.” In this period of more 
and more government since 1933, 
one of the early steps was to pro- 
hibit the private ownership of 
gold; from then on we have seen 
this program of spend, and spend, 
and spend—and elect, and elect, 
and elect, and many of our free- 
doms have steadily and persist- 
ently evaporated. Administrative 


law was introduced into our 
economy and, in effect, we are 
almost a government of ukase 


rather than a government admin- 
istering known and _ understood 
laws passed by the legislators. 

The total number of government 
employees and their wives and 
children of voting age is fan- 
tastic. 

The present situation seems to 
me to add up to the fact that the 
fundamental trouble is ‘““Too Much 
Government,” and that it takes too 
much money to pay the salaries 
and wages, office space, travel, 
printing and the myriad of ex- 
penses incident to the mammoth 
proportions of our present bu- 
reaucracy. 

If my title “Sound Money the 
Cornerstone of Freedom”’ is true, 
the immediate start toward mak- 
ing our money more sound is gov- 
ernment economy, and the way 
to do it is step by step, repeal law 
after law, steadily and persist- 
ently, and cut off the money sup- 
ply by using a hatchet on the 
budget bureau by bureau. 
Thomas Jefferson hit the nail on 
the head when he made the fol- 
lowing statement: 

“I place economy among the 
first and most important virtues, 
and public debt as the greatest of 
dangers to be feared. ... To pre- 
serve our independence, we must 
not let our rulers load us with 
perpetual debt. ... We must make 
our choice between economy and 
liberty or profusion and servitude. 
.. . If we run into such debts, we 
must be taxed in our meat and 
drink, in our necessities and our 
comforts, in our labors and in our 
amusements. ... If we can pre- 
vent the government from wast- 
ing the labors of the _ people, 
under the pretense of caring for 
them, they will be happy.” 

Think how sound the state- 
ments were of the men whom we 
revere. We seem to think that 
things can be done with safety, 
which have been scoffed at by the 
soundest men in history, not over 
generations, not over centuries, 
but over thousands of years. 


Fundamental Cause of Inflation 


The Patman inquiry will dis- 
cuss inflation and remedies for it. 
Why not consider the funda- 
mental cause of inflation, as we 
now use the term? What is that 
fundamental cause? I offer—too 
many people taken off produc- 
tion and put on the public pay- 
roll, robbing Peter to pay Paul, 
when the government pays pen- 
sions, subsidies, doles, supports 
prices by acquiring vast stores of 
grain, etc.—the warehouse _ re- 
sponsibility apparently in com- 
pletely incompetent hands. 

I quote a portion of the Web- 
ster Dictionary definition of ‘“In- 
flation”’: 

“Disproportionate and _ rela- 
tively sharp and sudden increase 
in the quantity of money or 
credit, or both, relative to the 
amount of exchange business. 
Such increase may come... in 
times of business activity by ex- 
pansion of credit through the 


banks; or, it may come in 
times of financial difficulty by 
governmental issues of paper 
money without adequate metallic 
reserve and without provisions 
for conversion into standard me- 
tallic money on demand... .” 

The French assignats, the Con- 
tinental currency, the Colonial 
currency, and the Civil War cur- 
rency of the Confederacy was 
printed money to pay and feed 
the people on the respective gov- 
ernment payrolls, because those 
respective governments had in- 
sufficient credit to be able to sell 
interest bearing securities to ob- 
tain funds to meet payrolls, etc. 
Obviously, this produced an in- 
ordinate amount of paper money 
in circulation and led to extreme 
inflation, and ultimate repudia- 
tion. People who use the word 
“inflation” as used to apply to 
these cases just cited seem to me 
to be in great error. 


Prices today are based upon a 
combination of competition, the 
law of supply and demand, and in 
many cases, in the long run, they 
are governed by costs. Costs have 
mounted with mounting wages 
and salaries and taxes, and as 
taxes mount and as wages mount 
prices will mount, or else com- 
panies will make no money and 
get out of business. It seems to 
me it is just as simple as that. 


The American people must 
come to their senses and demand 
economy in government. That is 
the first step, and the way our 
Congressmen and Senators can 
accomplish it is by regaining the 
power of the purse. 


Must Return to Gold Standard 

In due course, we must return 
to gold. International trade can 
only settle its difference between 
exports and imports by using gold. 
It is the one great common de- 
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nominator. To coin paper is an 
absurdity, and our present paper 
money is just that. This is $5 
coined paper. History tells us that 
it has always led to disaster in 
the long run. Paper money should 
be a promise to pay and should 
be secured with adequate collat- 
eral, but to say a dollar is a dol- 
lar simply by ukase is a monstros- 
ity, and to give governments 
power to “coin” paper takes all 
restraint from them. If the Amer- 
ican people continue to relinquish 
their power of the purse, there 
will be no restraint whatsoever 
upon the constant growth of bu- 
reaucracy. 


In my humble opinion there is 
no middle ground between Free- 
dom and Tyranny. Endless words 
have been coined—Socialism, Fas- 
cism, Communism, Naziism, etc., 
but I submit if people are to re- 
main free, our original Constitu- 
tion set up the framework for 
freedom. Various amendments 
have impaired our freedom, irrep- 
arably, I am afraid, if some of 
those amendments are not re- 
pealed. 


Framers of the Constitution had 
that glorious idea of freedom—a 
Republic made up of many States, 
giving clear State’s rights to the 
States. One of the great values 
of State’s rights and the union of 
States is that if laws damaging to 
freedom are in any one State, the 
citizen can transfer his residence 
to another State. In other words, 
our various States are in competi- 
tion with each other. If taxes are 
too high in one State, people 
move to another. Witness the 
number of people residing in Con- 
necticut with their business in 
New York City—many for tax 
reasons. 


Unless and until the Congress 
can come to its senses, and stead- 
ily and persistently reduce the 
new bureaus created in this 20 
years of simply astounding legis- 
lation, we cannot expect to have 
sound money, confidence in the 
right to own property, and to 
carry on the amazing standards of 
living which industry has pro- 
duced in this country in the past 
50 years. 


Needed: An Effective 
Anti-Inflationary Program 


secret of doing anything they de- 
sired with interest rates. I said: 

“This confidence is causing 
many to ignore the underlying 
conditions of demand for and sup- 
ply of capital which must always 
be the long-run determinants of 
interest rates. ... It is difficult 
to conceive of a more dangerous 
fallacy, and one more certain to 
cause disillusionment when the 
demand for capital once more be- 
comes heavy in relation to supply. 
It is, of course, true that central 
banking authorities can influence 
long-term interest rates by manip- 
ulating the money market. It is 
equally true, however, that in a 
period of vigorous capital expan- 
sion such manipulation must pro- 
duce inflationary results in the 
short-run and prove self-defeat- 
ing in the long-run. The present 
complacent attitude has arisen as 
a result of a long period of sub- 
normal capital demand, durirrg 
most of which time gold was flow- 
ing on balance toward the United 
States. It seems highly probable 


to me that we shall witness a 
reversal of these conditions some- 
time during the next few years. 
At that time the combination of 
a vigorous demand for capital and 
a heavy outflow of gold will 
cause some hasty revisions in the 
current theories of money man- 
agement.” 


Need for Treasury Funding 
Operation 


At present, conditions are not 
nearly so favorable for a funding 
operation as they were five years 
ago, and the interest cost would 
be considerably greater. Although, 
as the Secretary of the Treasury 
pointed out here the other day, 
some progress has been made in 
transferring government debt from 
bank to non-bank holders, the 
need for a vigorous funding op- 
eration continues urgent. 

It is a problem which will have 
to be faced sooner or later, re- 
gardless of cost, if we are to pre- 
serve the credit of the United 
States Government. Moreover, un- 
til the Federal debt structure has 
been placed on a thoroughly sound 
basis, there will always remain 
the danger of recurring friction 
between the Federal Reserve 
Board and the Treasury Depart- 
ment. 

In supporting the maintenance 
of an independent Federal Re- 
serve System, we by no means 
are making this synonymous in 
our thinking with isolation. As 
stated previously, the Federal Re- 
serve and the Treasury should 
work in close liaison and sin- 
cerity. We believe that frank con- 
sultation between both groups 
will produce mutually desirable 


objectives and we aze encouraged 
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by the degree of cooperation be- 
tween the Treasury and Federal 
Reserve authorities that has been 
manifested during the past year. 


Federal Reserve Should Be 

Supreme in Monetary Policy 

At the same time, if an impasse 
should develop at some future 
date, we can find no better ex- 
pression of our views as to the 
manner in which policy disputes 
should be reconciled than to quote 
from the recommendations of the 
Supcommittee of the Joint Com- 
mittee on the Economic Report 
study in January, 1950, which 
stated in part: 

“It is the will of Congress that 
the primary power and responsi- 
bility for regulating the supply, 
availability and cost of credit in 
general shall be vested in the 
duly constituted authorities of the 
Federal Reserve System, and that 
Treasury actions relative , to 
money, credit, and transactions in 
the Federal] debt shall be made 
consistent with the policies of the 
Federal Reserve.” 

We further subscribe to the 
view that the advantages of 
avoiding inflation are so great and 
that a restrictive monetary policy 
can contribute so much to this end 
that the freedom of the Federal 
Reserve to restrict credit and raise 
interest rates for general stabili- 
zation purposes should be pre- 
served even if the cost should 
prove to be a significant increase 
in service charges on the Federal 
debt and a greater inconvenience 
to the Treasury in its sale of se- 
curities for new financing and re- 
funding purposes. 


Bankers Offer Common 
Stock of Gelanese Unit 


One million common shares of 
Canadian Chemical & Cellulose 
Co., Ltd., recently organized by 
Celanese Corp. of America, are 
being offered to the public today 
(March 27; at $15.50 per share. 
Half of the shares are being of- 
fered in the United States by a 
syndicate headed by Dillon, Read 
& Co. Inc., and half in Canada by 
a group headed by Nesbitt, Thom- 
son & Co. Ltd., and Wood, 
Gundy & Co. Ltd. 

The company, through subsid- 
iaries, is engaging in the manu- 
facture in Canada of pulp, chem- 
icals, cellulose acetate and yarns. 
One of its subsidiaries recently 
completed a plant near Prince 
Rupert, British Columbia, for the 
production of high-grade wood 
pulp, and another is constructing 
a large plant at Edmonton, Al- 
berta, for the production from 
liquefied petroleum gases of chem- 
icals and acetate products. 

The company will have out- 
standing, upon completion of the 
financing. 5.000.000 common shares 
representing cash investments and 
firm subscription totaling $62,- 
250,000. Celanese Corp., through 
a subsidiary. Owns and will con- 
tinue to hold 4,000,000 of such 
shares at $12 per share, or an 
aggregate investment and _ sub- 
scription of $48,000,000. Proceeds 
of the 1.000.000 shares being of- 
fered will be used in connection 
with completion of the Edmonton 
plant and other construction. 
Subsidiaries of the company have 
sold in Canada approximately 
$62,000,000 of first and general 
mortgage bonds. 


Clements Director 


R. Canon Clements, Vice-Presi- 
dent of J. Henry Schroder Bank- 
ing Corp. and Schroder Trust Co., 
has been elected a director of 
The United States Time Corp., it 
Was announced. 


With Waddell & Reed 


(Special to THE FINANCIAL CHRONICLE) 
MINNEAPOLIS, Minn.—Hajime 
Mukai is now associated with 
Waddell & Reed, Inc. 
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The State of Trade and Industry 


working plants from taking prudent steps to maintain operations, 
states this trade weekly. 

Even in the face of a strike threat, consumers in civilian goods 
industries without substantial defense contracts have been grow- 
ing increasingly inventory minded. Orders for inventory adjust- 
ment are coming from top levels. 

Some tonnage on order is being canceled or deferred, and in 
some sectors new buying is off. The large steel producers con- 
tinues “Steel,” have enough tonnage booked to plug gaps gen- 
erally for iull schedules in the second quarter, but some of the 
smaller producers and premium price mills have not. 

Because there has been some easing in the over-all demand 
for steel, Manly Fleischmann, Defense Production Administrator, 
announced last week that a substantial quantity of controlled ma- 
terials, particularly structural steel, will be made available for 
new starts in the field of industrial and commercial construction 
in the third and fourth quarters of 1952. 

The American Iron and Steel Institute announced this week 
that the operating rate of steel companies having 93% of the 
steel-making capacity for the entire industry will be 102.6% of 
capacity for the week beginning March 24, 1952, equivalent to 
2,131,000 tons of ingots and steel for castings, or an increase of 
0.2 of a point above last week’s production of 2,127,000 tons, or 
102.4% of rated capacity. 

The latest week sets a new record for the largest amount of 
steel ever to be made in a week in the United States, the Institute 
reports. 

A month ago output stood at 100.9%, or 2,096,000 tons. A year 
ago production stood at 103.5%, or 2,069,000 tons. 


Electric Output Dips Further in Latest Week 

The amount of electric energy distributed by the electric light 
and power industry for the week ended March 22, 1952, was esti- 
mated at 7,353,977,000 kwh., according to the Edison Electric 
Institute. 

The current total was 59,818,000 kwh. below that of the pre- 
ceding week. It was 506,191,000 kwh., or 7.4% above the total 
output for the week ended March 24, 1951, and 1,360,915,000 kwh. 


in excess of the output reported for the corresponding period two 
years ago. 


Car Loadings Show Further Declines for Week and Year 


Loadings of revenue freight for the week ended March 15, 
1952, totaled 708,826 cars, according to the Association of Ameri- 
can Railroads, representing a decrease of 5,421 cars, or 0.8% below 
the preceding week. 


The week’s total represented a decrease of 36,302 cars, or 
49% below the corresponding week a year ago, and a drop of 
16,708 cars, or 2.3% below the comparable period two years ago. 


U. S. Auto Output Rises in Latest Week to 
New High for Year 


Passenger car production in the United States the past week, 
according to ‘“Ward’s Automotive Reports,” rose to 89,731 units, 
compared with the previous week’s total of 86,717 (revised) units, 
and 136,941 units in the like week a year ago. 


Passenger car production in the United States advanced last 
week about 3% above the previous week to a new high for the 
year. Output of cars last week was, however, close to 34% under 
the like period a year ago. 


Total output for the current week was made up of 89,731 
cars and 25.769 trucks built in the United States, against 86,717 
cars and 25,549 trucks last week and 136,941 cars and 30,490 trucks 
in the comparable period a year ago. 


Canadian output last week rose to 5,476 cars and 2,874 trucks, 
against 5,424 cars and 2,702 trucks in the preceding week and 
5,381 cars and 2,141 trucks in the similar period of a year ago. 


Business Failures Rise to Highest Point Since July 1951 
Commercial and industria] failures rose to 181 in the week 
ended March 20 from 156 in the preceding week, Dun & Brad- 
street, Inc., stated. At the highest level since July, 1951, casualties 
exceeded the 170 which occurred in the similar week of 1951 
and were almost even with the 1950 total of 186. Despite this 
increase, failures remained far below, 48%, the prewar level in 
1939 when 350 concerns succumbed. 
Wholesale Food Price Index Hits New 17-Month Low 
Continuing its up-and-down movement, the wholesale food 
price index, complied by Dun & Bradstreet, Inc., turned lower the 
past week ta stand $6.54 on March 18. This compared with $6.58 
a week previous, and represented a new low since Novy. 7, 1950, 
when it was $6.52. The current index shows a drop of 9.5% from 
the vear-ago figure of $7.23, but it is still 9.7% 
Korea level of $5.96. 
The index represents the sum total of the price per pound 
of 31 foods in general use, and its chief function is to show the 
general trend of food prices at the wholesale level. 


Wholesale Commodity Price Index Makes Further Mild 
Gains the Past Week 

Paced by strength in grains and cotton, the daily wholesale 
commodity price index, compiled by Dun & Bradstreet, Inc., con- 
tinued its mild upward trend last week. The index closed at 
303.05 on March 18, comparing with 302.21 on March 11, and with 
324.67 on the corresponding date a year ago. 

Leading grain markets displayed a firm tone throughout the 
week, largely influenced by an official forecast that cattle and 
hog prices would be much higher by late Summer and early Fall 
and announcement of a sharp upward revision of export schedules 


above the pre- 
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for April and May. Wheat rose despite more favorable crop con- 
ditions reported in the Great Plains area and disappointing export 
and domestic demand. 

Contributing to the strength in wheat were decreased market- 
ings and smailer over-all supplies remaining on March 1 com- 
pared with a year earlier. 

Corn was aided by a continued sharp falling off in cash mar- 
ket receipts, the belief that supplies will become tighter this 
Summer, and reports indicating that Argentina will have very 
little corn for export. The upturn in rye reflected export sales 
to Austria and reports that Germany was also seeking United 
States rye. Sales of all grain futures on the Chicago Board of 
Trade averaged about 35,500,000 bushels per day last week, com- 
pared with 34,000,000 the previous week, and 35,000,000 in the 
like week a year ago. 

Domestic bookings of all types of flour remained at a low _ 
level, reflecting indifference of most bakers and jobbers and 

reports of disappointing sales of bakery products. The export 

flour market continued very quiet. 

Trading in cocoa was light, reflecting quiet conditions in the 
spot markets where prices were nominally maintained at the 
ceiling level of 38%, cents a pound. Warehouse stocks of cocoa, 
totalling 100,079 bags, compared with 120,198 bags at this time 
a year ago. 

Activity in the raw sugar market tapered off last week with 
prices receding somewhat from the high levels of a week ago. 
Trading in coffee was rather quiet with prices holding near peak 
levels, aided by the continued tight balance in the supply-and- 
demand situation. Lard continued to rise in less active trading, 
while hog prices advanced slightly despite somewhat heavier 
market receipts. 

Cotton developed strength as the week advanced as short 
covering and trade buying lifted prices to new high ground for 
the current move. Other supporting factors included the firm- 
ness of outside markets, a report that an allotment of $10,000,000 
had been granted to Italy for the purchase of American cotton, 
and the estimate of February consumption by the New York Cot- 
ton Exchange Service Bureau indicating further improvement in 
the daily rate last month. Reported sales in the 10 spot markets 
increased slightly last week and totalled 103,800 bales, as against 


99,000 a week earlier, and 111,300 in the corresponding week a 
year ago. 


Trade Volume Mildly Improved the Past Week but 
Under Level of a Year Ago 
Although shopping increased in many cities in the period 
on Wednesday of last week with the approach of Spring, most 
merchants were unable to match the high sales figures of a year 
ago, when Easter came three weeks earlier. An increasing num- 
ber of stores remained open evenings. Aggressive promotions 


helped to stir the interest of many shoppers who remained quite 
bargain-conscious. 


Total retail volume in the week was estimated by Dun & 
Bradstreet to be from 6 to 10% below the level of a year ago. 
Regional estimates varied from the levels of a year ago by the 
following percentages: 


New England, Midwest and Northwest —6 te —10; East and 
South —8 to —12: Southwest —5 te —9; and Pacific —3 to —7. 


As clement weather came to some sections, there was a mild 
rise in the interest in Spring clothing, although demand was still 
considerably below the high level of a year earlier. Women’s 


coats and suits in the moderate price ranges were in widened 
demand. More shoes were sold than in recent weeks as price 
cuts attracted many shoppers. The interest in men’s wear remained 
hesitant. 

Housewives bought about as much food as during the prior 
week and slightly more than in the comparable 1951 week. Dairy 
foods, many of which were recently reduced in price, were gen- 
erally favored over meats. 

While household goods were in slightly increased demand 
last week, the total volume sold was noticeably smaller than a 
year ago. 

The most pronounced current rises were in the interest in 
bedding, garden supplies, decorating materials, and hardware. The 
sales of television sets, large appliances, and case goods remained 
spotty. 

Buyer activity in most wholesale markets in the period ended 
on Wednesday of last week held close to the level of the preced- 
ing week. The total dollar volume of wholesale orders, bolstered 
by commitments for defense needs, did not vary markedly from 
the level of a year ago. Most buyers were chary of placing long- 
term orders as they strove to pare swollen inventories. 

Department store sales on a countrywide basis, as taken from 
the Federal Reserve Board’s index for the week ended March 15, 
1952, decreased 11% from the like period of last year. In the 
preceding week a decrease of 16% was registered below the like 
period a year ago. For the four weeks ended March 15, 1952, 
sales declined 14%. For the period Jan. 1 to March 15, 1952, 
department store sales registered a decline of 12% below the like 
period of the preceding year. 

As a result of Easter coming earlier last year, retail trade in 
New York the past week suffered by comparison and trade esti- 
mates placed the decline at 13%. 

According to Federal Reserve Board’s index, department store 
sales in New York City for the weekly period ended March 15, 
1952, decreased 15% below the like period of last year. In the 


preceding week a decrease of 18% (revised) was recorded below 
the similar week of 1951, while the four weeks ended March 
15, 1952 a decrease of 15% was registered below the level of a 
year ago. For the period Jan. 1 to March 15, 1952, volume declined 
15% below the like period of the preceding year. 
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Indications of Current 
Business Activity 


MMERICAN IRON AND STEEL INSTITUTE: 


-_—— —— 


ted steel operations (percent of capacity) _._._.-.-----~-~- Mar. 30 
» Equivalent to— 
Gteel ingots and castings (net tons)--------------------------- Mar. 30 
AMERICAN PETROLEUM INSTITUTE: 

Crude oi] and condensate output — daily average (bbls. of 42 
Se GEER? encccndacens leanne: Be 

Crude runs to stills—daily average (bbls.)---.--------------- ~-Mar. 15 

Gasoline output (bbis.)_...-.--- oamendeannmenentememnitiagl Mar. 15 

Gieseseme eutput (Gis. ) 2. rw nono w as eweone Mar. 15 

Wistillate fuel vil output (bbis.) ~---------------------------Mar. 15 

Geestguel fuci eff ecutput (bbls. ) 022-2 www nn wo ue Mar. 15 

@tecks at refineries, at bulk terminals, in transit and in pipe lines— 
Pinished and unfinished gasoline (bbls.) at-......-.-..------- Mar. 15 
CI KS GS Eee iniepapeneannmanigiaata as Mar. 15 
re Ge 1... sen esichenimeneienipenitnenenratenenagemarmnantiontl Mar. 15 
I Mar. 15 

ASSOCIATION OF AMERICAN RAILROADS: 
Mevenue freight loaded (number of cars)_..._._---.----------... Mar. 15 
@evenue freight received from connections (number of cars)... Mar. 15 
“#VEL. ENGINEERING CONSTRUCTION — ENGINEERING NEWS- 

RECORD: 

EE a ee Mar. 20 
EL CT ERE EIS ee Mar. 20 
I i ncanebinentmbeneenenenebebinnbahl Mar. 20 

ER PERE EEE Ene ee en Mar. 20 
a ee REE SE TEE: Ce ee -~Mar. 20 
OAL OUTPUT (U. S. BUREAU OF MINES): 

es en CO OUND. cusuenninanentinminenanntbitianen Mar. 15 

FE ee ee Mar. 15 

I a aa ee me lal Mar. 15 

MEPARTMENT STORE SALES INDEX—FEDERAL RESERVE SYS- 

TER—1935-39 AVERAGE = 160 .........................--.... -Mar. 15 

MADISON ELECTRIC INSTITUTE: 
BS EE ee Mar. 22 
WAILURES (COMMERCIAL AND INDUSTRIAL)—DUN & BRAD- 
i mennelt Mar. 20 
BRON AGE COMPOSITE PRICES: 

Pinished steel (per lb.)__--- ianiatiindiliissillaneittaindiliniiaiis anemia Mar. 18 

@ig iron (per gross ton)_...________ EEE LEAN: Mar. 18 

SS LE LAAT A ETE -~Mar. 18 

MEETAL PRICES (E. & M. J. QUOTATIONS): 

Electrolytic copper— 

EE EE ES ee ee Mar. 19 

ER SES Ea AE Sa Mar. 19 

A ee RS PRS aN aa eae Mar. 19 

EE ERAT Rt TENET RE Mar. 19 

EES IS ER TNR TNS: Mar. 19 

I a cuininiiiieiseiaiaial Mar. 19 

MEOODY’S BOND PRICES DAILY AVERAGES: 

VU. 8. Government Bonds__________ 5 ES ee Dene ee Mar. 25 

ee A SI EL ER, > LS Mar. 25 

SEES ARERR: at, ER pea De es, Mar. 25 

SS SRS ROS <a Sal, et TA A IR Reh alias ens Mar. 25 

EES ES PIR: EF RS See: Mar. 25 

RSS ae EE SEIS ea nes eee Mar. 25 

A TELE AER TELE ~-Mar. 25 

ESSE nn Ties Mar. 25 

RR Sent: 7c ea aa rea eee Mar. 25 

ME0O0DY’'S BOND YIELD DALLY AVERAGES: 

A AR: EE SA eT Mar. 25 

GS aE Mar. 25 

SRE BS 5 ET LE ea ea aU Te Mar. 26 

oo ne Mar. 25 
NN Mar. 25 

Sa earl teal eres epeeinamtmgprinenemmpaniantnanansbiaeandeabantnmenianen oes Mar. 25 

EE SR ee isteeieinieaenatitionatnaanianie ala Mar. 25 

I metal meceeninll Mar. 25 

oc sesame deebebesttionmananeseneasinbdiiseans Mar. 25 

i ge Mar. 25 
WIATIONAL PAPERBOARD ASSOCIATION: 

is itniinouunenias Mar. 15 

rs enoumatbminmieeinmeniestitneammmdianaa Mar. 15 

I neeemmemmmanmal Mar. 15 

Wnfilled orders (tons) at end of period__.__._.._.._._____- Mar. 15 

“EL, PAINT AND DRUG REPORTER PRICE INDEX — 1926-36 

RR RR RR Pe e e aA ar. 21 

MTOCK TRANSACTIONS FOR THE ODD-LOT ACCOUNT OF ODD- 

LOT DEALERS AND SPECIALISTS ON THE N. Y. STOCK 

EXCHANGE—SECURITIES EXCHANGE COMMISSION: 

O4d-lot sales by dealers (customers’ purchases )— 
in nmaneeenemnemmaninans Mar. 8 
I sitnsinahaemaneaeemideaeimeneneannnes Mar. 8 
i ctimmnnmnn Mar. 8 

©Odd-lot purchases by dealers (customers’ sales)— 

Number of orders—Customers’ total sales_.__....______ = Mar. 8 
gehen Mar. 8 
og oe op eee Mar. 8 

Sumber of shares—Total sales_.._.......................... __ Mar. 8 
ee na nddinimapintasineusamaamanha al Mar. 8 
I Mar. 8 

8 AEE a REE SO A SRT Nr ES ee Mar. 8 

@eund-lot sales by dealers— 
ee. eee Mar. 8 

EE a a i CNN: eae tees Mar. 8 
eae tees annianssntis ites acai tn: Mar. 8 

Mound-lot purchases by dealers— 

I i a eT eee ae Mar. 8 

MOTAL ROUND-LOT STOCK SALES ON THE NEW YORK STOCK 

EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS FOR 

ACCOUNT OF MEMBERS (SHARES) 

Total Round-lot sales— 

SS A a eae. eae OS ER ee Mar. 1 

I inevdoinandbanas <oniien-<n ebesenepsnepaiubiatabibibdidiananindnenmemen Mar. 1 

ETS TE RI HoT eS Mar. 1 
M0UND-LOT TRANSACTIONS FOR ACCOUNT OF MEMBERS, EX- 

CEPT FOR THE ODD-LOT DEALERS AND SPECIALISTS 

Transactions of specialists in stocks in which they are registered 
at RRR IBN ae Se ee a ins) sabi Mar. 1 

alte aia. 2 RS of ie all aa lla alee inaal iniamiaas Mar 1 
EE «ae a SR a tel i aba Mar. 1 

Total sales RR A ESS SI ALE ET iS 

Other transactions initiated on the floor— ” 
EERE ES NST SS i i ee Mar. 1 

EE a Sa me Sot oe ae EY. Ie Mar. 1 
EE SS Sa aN a Mar. 1 

a el eT Ati eae a =~ ae | 

Other transactions initiated off the floor— 

Total purchases Oe OE ee, ee lh | 
ST Eo Toa Ra: a ie ioe Mar. 1 
0 ERE ee Cae Te Se Mar. 1 

5 Sa eS Ne ey Mar. 1 

Total round-lot transactions for account of members— 
RN IF Ale ee ae ee Mar. 1 

TE Eases i; ES eee & Mar. } 

Sa Po eee P+.» SEE, Se Mar. 1 

TTR MA ELE LAP E SSRIS ELI BE Mar. 1 
@VEOLESALE PRICES, NEW SERLES —U. S. DEPT. — 

(1947-49—100): nc araaae: 

Sommodity Group: 

° EE “Snel hice cs chia eininanaie anes ao doenenen caesumeh chesalapiomnastn papewandeindsaene Mar. 18 

IE tahitian nnemehaibocetiag tndves cequutianitiaeoudadniiehdeuiudiiin adits dina Mar. 18 

I” sac liest iensemncserbtintetasim-—itr ao anensengnencnesinaiaeen-ti amin coemenetbaiainnenens Mar. 18 
© I Rist aha cceebeia aia diaiaiesentelidtllarncncnscsaoccncdentpinandhseeen ditbentiuninenainsestsne.cb, Mar. 18 
: All commodities other than farm and foods._._._........ Mar. 18 


Latest 
Week 
2,131,000 


102.6 


6,404,400 
£ 6,693,000 
21,756,000 

2.472.000 
10,219,000 

8,981,000 


146,165,000 
14,941,000 
47,972,000 
36,054,000 


708,826 
671,713 


$250,763,000 
157,204,000 
93,559,000 
71,801,000 
21,758,000 


9,765,000 
685,000 
139,000 


261 
7,353,977 
181 


4.131c 
$52.72 
$42.00 


24.200c 
27.425c 
121.500c 
19.000c 
18.800c 
19.500c 


96.97 
109.79 
113.89 
112.75 
108.88 
104.14 


wunroer. 
VUscoKwnancr~ 


_ 

G Nw 
7 Sizwi 
Co eo 


183,464 
205,407 

85 
409,339 


140.6 


30,995 
863,650 
$41,129,188 


24,617 

185 

24,432 
690,205 
6,279 
683,926 
$29,198,097 


179,850 
179,850 


401,230 


271,710 
6,233,920 
6,505,630 


651,690 
137,560 
520,140 
657,700 


125,400 

14,400 
131,360 
145,760 


301,945 

35,750 
327,611 
363,361 


1,079,035 
187,710 
979,111 

1,166,821 


111.8 
103.1 
109.3 
112.6 
113.2 


t “Revised. iNot available. {Includes 500,000 barrels of foreign crude runs. 
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The following statistical tabulations cover production and other figures for the 


latest week or month available. 


Dates shown in first column are either for the 


week or month ended on that date, or, in cases of quotations, are as of that date: 


Previous 
Week 
2,127,000 


102.4 


6,420,500 
6,735,000 
21,645,000 
2,608 .900 
10,284,000 
9,219,000 


144,956,000 
15,839,000 
49,626,000 
37,087,000 


714,247 
690,485 


$223,806,000 
107,670,000 
116,136,000 
73,907,000 
42,229,000 


*9,915,000 
733,000 
*144,900 


*254 
7,413,795 
156 


4.131c 
$52.72 
$42.00 


24.200c 
27.425¢ 
121.500c 
19.000c 
18.800c 
19.500c 


96.70 
109.60 
113.70 
112.56 
108.70 
104.14 
106.74 
109.24 
113.31 


2.72 
3.19 
2.97 
3.03 
3.24 
3.50 
3.35 
3.21 
2.99 
436.6 


282,301 
205,178 

86 
432,507 


141.7 


30,320 
832,412 
$39,952,157 


23,237 

210 

23,027 
644,721 
7,668 
637,053 
$27,441,990 


170,230 
170,230 


372,190 


246,480 
6,699,130 
6,945,610 


710,880 
123,170 
616,100 
«739,270 


165,840 

13,040 
170,940 
183,980 


282,634 

22,620 
340,795 
363,415 


1,159,354 

158,830 
1,127,835 
1,286,665 


111.4 
107.1 
111.4 
112.7 
112.3 


Month 
Ago 
2,096,000 


100.9 


6,356,250 
6,591,000 
21,715,000 
2,400,000 
10,492,000 
9,178,000 


140,921,000 
18,654,000 
57,272,000 
37,421,000 


737,609 
686,790 


$222,118,000 
124,607,000 
97,511,000 
59,910,000 
37,601,000 


10,595,000 
649,000 
141,900 


257 
7,460,763 
177 


4.13lc 
$52.72 
$42.00 


24.200c 
27.425¢c 
121.500c 
19.000c 
18.800c 
19.500c 


96.80 
109.79 
114.27 
112.75 
108.88 
103.64 
106.21 


396,837 


144.1 


34,010 
958,859 
$43,568,177 


26,490 

187 

26,303 
737,406 
7,817 
729,589 
$31,373,509 


195,180 
195,180 


413,740 


348,630 
9,212,610 
9,561,240 


1,034,970 
194,520 
866,030 

1,060,550 


244,760 

11,100 
240,610 
251,710 


419,972 

47,690 
414,007 
461,697 


1,699,702 

253,310 
1,520,647 
1,773,957 


Year 
Ago 
2,069,000 


103.5 


6,042,750 
6,382,000 
20,341,000 
2.628.000 
8,792,000 
9,473,000 


141,007,000 
13,084,000 
44,966,000 
37,753,000 


745,128 
708,197 


$159,761,000 
59,776,000 
99,985,000 
83,330,000 
16,655,000 


9,981,000 
412,000 
149,300 


292 
6,847,786 
170 


4.131c 
$52.69 
$43.00 


24.200c 
24.425c 
134.000c 
17.000c 
16.800c 
17.500c 


99.52 
113.31 
116.80 
116.22 
112.37 
108.52 
110.52 
113.31 
116.41 


mNOeSamOU 


NNWWWNHNNN 
o SSeRFa-su 


wn 
& . 
SS & 


245,852 


751,036 


154.5 


33,189 
958,212 
$41,738,785 


30,559 

340 

30,219 
840,359 
12,418 
827,941 
$34,100,807 


260,730 
260,730 


355,510 


376,130 
9,201,240 
9,577,370 


933,610 
182,340 
686,970 
869,310 


280,020 

15,300 
255,320 
270,620 


371,604 

52,220 
450,430 
502,650 


1,585,234 

249.860 
1,392,720 
1,642,580 





BANKERS’ DOLLAR ACCEPTANCES OUT - 
STANDING — FEDERAL RESERVE BANK 
OF NEW YORK — As of February 29: 


Imports — _- . 2 
Exports eee = e 
Domestic shipments . 
Domestic warehouse credits 


Dollar exchange - 7 
Based on goods stored and shipped between 
foreign countries “ e 


Total ° 


BUILDING PERMIT VALUATION — DUN & 
BRADSTREET, INC.—215 CITIES—Month 
of February: 

New England _. 
Middle Atlantic 
South Atlantic 
East Central 
South Central 
West Central 
Mountain 
Pacific  — “ ‘ 
Total United States 
ff Se 
Outside of New York City 


BUSINESS FAILURES—-DUN & BRADSTREET, 
INC.—Month of February: 
Manufacturing number 
Wholesale number -- 
Retail number . 
Construction number * 
Commercial service number____- 


— 00lU 


Manufacturing liabilities 
Wholesale liabilities 

Retail liabilities 
Construction liabilities 
Commercial service liabilities 


Total liabilities. 


COMMERCIAL PAPER OUTSTANDING—FED- 
ERAL RESERVE BANK OF NEW YORK— 
As of February 29 (000’s omitted) 


CONSUMER PURCHASES OF COMMODITIES 


—DUN & BRADSTREET, INC. (1935- 

1939=-100)—Month of February___.--.---- 

COTTON GINNING (DEPT. OF COMMERCE) 
Running bales as of March 20__- . 


LIFE INSURANCE PURCHASES — INSTITUTE 
OF LIFE INSURANCE — Moith of Feb. 
(000's omitted): 

Ordinary 
Industrial 
Group 


Total * 


PERSONAL INCOME IN THE UNITED STATES 
(DEPARTMENT OF COMMERCE)—Month 
of January ‘in billions): 

Total personal income oem 
Wage and salary receipts, total__ 
Total employer disbursements_ . 
Commodity producing industries ae 
Distributing industries 
Service industries 
Government 
Less employee 
insurance _ ~~ 
Other labor income : 
Proprietors and rental income_ .---. 
Personal interest income and dividends 
Total transfer payments 
Total nonagricultural ‘a 


PRICES RECEIVED BY FARMERS — INDEX 
NUMBER — U. 8S. DEPT. OF AGRICUL- 
TURE — August, 1900-July, 1941-—100—As 
of January 15: 

Unadjusted— 
All farm products _-_ 
Crops -- : 
Food grain 
Feed grain and hay 
Tobacco ‘ 
Cotton 
Fruit - ae 
Truck crops - 
Oil-bearing crops_ ; 
Livestock and products 
Meat animals - ; 
Dairy products - 
Poultry and eggs- = 


PROSPECTIVE PLANTING FOR 1949—U. 5. 
CROP REPORTING BOARD — ACREAGES 
IN THOUSANDS — As of March 1: 

Corn, all Diidaelincpechidinnaninndinn ; 
All spring wheat 
Durum ‘ 
Other spring - 
SE , re 
ie Sonate 
Flaxseed 
Ds > tunis wits sa 
Sorghums for all purposes_ 
Potatoes am : 
Sweetpotatoes 
Tobacco ——- 
Beans, dry edible 
Peas, dry field 
Soybeans 
POOREE 3 «ncucn 
may .. ; , 
Sugar beets — _-.--- . 


contributions for social 


income 


SELECTED INCOME ITEMS OF U. 8. CLASS I 
RYS. (Interstate Commerce Commission) 
—Month of December: 

Net railway operating income 
Other income ee 
Total income k 
Miscellaneous deductions from income bs 
Income available for fixed charges__ 
Income after fixed charges_.--~~--~-~- 
Other deductions __-~_-- 
EE IS ROE ee r 
Depreciation (way & structures & equip.) 
Amortization of defense projects_....------ 
Federal income taxes ____ _--~-~-- 
Dividend appropriations: 
cre eieenenamnetniinints 
Qn preferred eteck ..._._..........-. > 
Ratio of income to fixed charges__.--~--~-~- 





*Revised figure. d Reverse item. 

















Latest Previous Year 
Month Month Ago 
$234,441,000 $234,.915,000 $303,996,000 
134,818,000 135,100,000 99,269,000 
8,317,000 7,590,000 13,292,000 
37,360,000 44,509,000 23,073,000 
27,106,000 22,645,000 1,877,000 
51,388,000 47,579,000 28,727,000 
$493,430,000 $492,338,000 $470,234,000 
$14,980,048 $16,600,425 $28,635,975 
62,305,102 44,485,198 54,938,332 
33,068,865 28,998,528 42,372,682 
55,469,560 46,156,306 46,473,404 
58,966,245 55,170,459 59,139,485 
22,555,473 13,764,535 14,176,924 
10,372,331 10,732,864 12,495,823 
55,437,055 43,384,750 69,009,112 
$313,154,679 $259,293,065 $327,241,73& 
33,765,418 24,712,989 24,348,571 
279,389,261 234,580,076 302,893,167 
133 143 107 
60 62 63 
304 3438 304 
70 68 60 
52 50 593 
619 671 592 
$5,614,000 $8,365,000 $6,134,000 
3,728,000 3,161,000 1,891,000 
6,548,000 7,761,000 4,357,000 
1,935,000 2,672,000 2,228,000 
1,649,000 4,249,000 1,399,000 
$19,474,000 $26,208,000 $16,009,000 
$517,000 $480,000 $369,000 
321.6 *324.5 329.0 
Seas Ol}. tle 9,907,918 
$1,487,000 $1,466,000 $1,291,000 
454,000 382,000 424,000 
238,000 183,000 572,000 
$2,179,000 $2,031,000 $2,287,000 
$257.3 *$258.6 $243.6 
175.6 *175.4 158.0 
171.9 *171.9 161.6 
76.5 *76.8 71.7 
46.7 *46.5 44.3 
20.7 *20.7 19.9 
31.7 31.4 25.7 
4.1 *3.5 3.6 
3.9 3.9 3.7 
49.6 *49.8 50.5 
19.4 *20.7 18.8 
12.9 12.3 12.6 
235.5 *235.9 221.4 
300 305 313 
277 280 2383 
251 253 254 
234 233 222 
431 440 440 
325 339 351 
171 177 204. 
337 331 333 
303 309 379 
320 328 340: 
376 379 425 
316 314 285 
200 233 205 
83,928 ee 83,866. 
21,998 « = 22,257 
2,344 a 2.586 
19,654 — 19,671 
42,818 a 41,594 
9,752 " 10.840 
3,935 nacenh 4,114 
1,971 1,982 
13,442 e = 15.113 
1,373 - 1,379 
334 apes - 316 
1,804 . 1,782 
1,414 - 1,523 
267 “ 323 
15.457 - 14,838 
2,158 a 2.593 
75,380 i 74,713 
. aa 75 
$135,.158,155 $95,008,469 $114,068.303 
72,506,291 16,904,528 58,854,146. 
207,664,446 111,912,997 172,922.455 
6,165,759 4,543,891 5,494,938 
201,498,687 107,369,106 167,427,517 
162,819,872 70,864,515 131,496,151 
12,158,451 2,806,294 11,282,150 
150,661,421 68,058,221 120,214,001 
43,071,880 38,110,553 36,962,526 
d 40,209,947 5,585,978 2,797,564 
50,783,861 66,204,686 103,793,271 
22,343,617 54,684,807 22,556,246 
6,077,899 7,894,884 7,434,837 
5.21 2.94 4.66 
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Volume 175 


Securities Now 


% Alabama Power Co. (4/22) 

March 21 filed $12,000,000 first mortgage bonds due 1982. 
Proceeds—For construction program. Underwriters—To 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Morgan Stanley & Co.; 
Kuhn, Loeb & Co.; Lehman Brothers; The First Boston 
Corp.: Blyth & Co., Inc.; Union Securities Corp.; Equit- 
able Securities Corp. and Drexel & Co. (jointly); Shields 
& Co. and Salomon Bros. & Hutzler (jointly); Harriman 
Ripley & Co., Inc. Bids—To be received up to 11 a.m. 
(EST) on April 22 at office of Southern Services, Inc., 20 
Pine Street, New York 5, N. Y. 

Allied Kid Co., Boston, Mass. (3/31) 

March 11 filed 25,000 shares of common stock (par $5). 
Price—To be supplied by amendment. Proceeds—To 
Estate of F. M. Agoos. Underwriter—Paine, Webber, 
Jackson & Curtis, Boston, Mass. 

American Fire & Casualty Co., Orlando, Fla. 
Dec. 19 (letter of notification) 11,100 shares of common 
stock (par $10). Price — $27 per share. Underwriter — 
Guardian Credit Corp., Orlando, Fla. Proceed — For 
purchase of securities. Office — American Building, 
Orlando, Fla. 

Belle Isle Corp., New York 
March 17 (letter of notification) 4,400 shares of capital 
stock (par 20 cents). Price—At market (estimated at 
$3.25 per share). Proceeds—To Austin Agnew (Sec. 
and Treas.), who is the selling stockholder. Office—52 
Wall St., New York 5, N. Y. Underwriter—Tucker, 
Anthony & Co., New York. 


% Bingham-Herbrand Corp. (4/8) 
March 19 filed $2,000,000 convertible debentures due 
April 1, 1964. Price—To be supplied by amendment. 
Proceeds—To repay short-term loans, and for other cor- 
porate programs. Underwriters—Straus, Blosser & Mc- 
Dowell, Chicago, Ill. 

Bowman Gum, Inc. 
Jan. 28 (letter of notification) 15,000 shares of common 
stock. Price— At market. Proceeds— To Harry and 
David V. Shapiro. Office—4865 Stenton Avenue, Phila- 
deiphia, Pa. Underwriter—Paine Webber, Jackson & 
Curtis, Philadelphia, Pa. 


Bridgeport (Conn.) Hydraulic Co. 

Feb. 13 filed 44,000 shares of common stock (par $20) be- 
ing offered to common stockholders of record March 7 
at rate of one share for each nine shares held; rights to 
expire on March 28. Price—$26 per share. Proceeds—To 
repay bank loans and to finance improvements and ad- 
ditions to property. Business—Distribution and sale of 
water. Underwriters—Smith, Ramsay & Co., Inc., and 
Hincks Bros. & Co., of Bridgeport, Conn.; Chas. W. 
Scranton & Co., New Haven, Conn.; and T. L. Watson & 
Co., New York, N. Y. Statement effective March 10. 


%* Bureau of National Affairs, Inc., 

Washington, D. C. 
March 14 (letter of notification) 500 shares of common 
stock (no par), to be offered for subscription by em- 
ployees. Price—$23 per share. Proceeds—To meet cur- 
rent operating expenses. Office—1231 24th Street, N. W., 
Washington, D. C. Underwriter—None. 


@® Canadian Fund, Inc. (Md.) 4/7-12) 

March 13 filed 800,000 shares of capital stock (par $1). 
Price—At market. Proceeds—For investment. Busi- 
ness—Closed-end investment company. Underwriters— 
Kidder, Peabody & Co. and Dominick & Dominick, New 
York. 


Cardiff Fluorite Mines, Ltd., Toronto, Canada 
Feb. 21 filed 675,000 shares of common stock (par $1). 
Price—$1.25 per share. Proceeds—For development ex- 
penses and general corporate purposes. Underwriter— 
Frank P. Hunt & Co., Inc., Rochester, N. Y. 


% Carpenter (L. E.) & Co., Wharton, N. J. 

March 20 (letter of notification) 5,000 shares of common 
stock (par $1). Price—At the market. Proceeds—To 
Jerome L. Long, the selling stockholder. Underwriter— 
Eisele & King, Libaire, Stout & Co., New York. 


Central Airlines, Inc. 
Feb. 21 (letter of notification) 2,000 shares of common 
stock (par $1) and 500 shares of 5% cumulative preferred 
stock (par $100). Price—At par. Proceeds—For equip- 
ment and operating requirements. Office — 6109 Camp 
Bowie Blvd., Fort Worth, Tex. Underwriter—None. 


Central Louisiana Electric Co., Inc. 
Feb. 13 filed 53,616 shares of common stock (par $10) 
being offered for subscription by common stockholders 
of record Feb. 25 at rate of one share for each seven 
shares held; rights to expire on March 31. Of unsub- 
scribed shares, a maximum of 5,000 shares to be offered 
employees and a maximum of 10,000 shares to other 
persons in Louisiana. Price—-$29.50 per share. Proceeds 

From sale of stock, together with $3,000,000 from pri- 
vate sale of debentures. To repay bank loans and for 
new construction. Underwriter—None. Statement effec- 
tive March 3. 


% Central Oklahoma Oil Corp. 

March 19 (letter of notification) 50,000 shares of com- 
on stock (par 10 cents). Price—At market (approxi- 
ately $2 per share). Proceeds—To A. M. Metz, the 
elling stockholder. Office — Braniff Bldg., Oklahoma 
ity, Okla. Underwriter—lIsrael & Co., New York. 

Cerro de Pasco Copper Corp. 

March 19 (letter of notification) 2,687 shares of capital 

Btock (par $5). Price—At market (estimated at $46.37'2 
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per share). Proceeds—To stockholders whose holdings 
as of March 14 were not divisible by 20. Underwriter— 
Hornblower & Weeks, New York. 

Colorado Central Power Co. 
March 7 (letter of notification) 17,306 shares of common 
stock (par $1) being offered for subscription by common 
stockholders of record March 5 at rate of one new share 
for each 11 shares held; rights will expire on April 7. 
Unsubscribed shares to be offered to employees (up to 
1,500 shares). Price—$15.75 per share. _Proceeds—For 
new construction. Office—3470 South Broadway, Engle- 
wood, Colo. Underwriter—None. 

Colorado Interstate Gas Co. (4/1) 
March 12 filed 971,480 shares of common stock (par $5), 
of which 966,000 shares will be offered publicly and 
5,480 shares to officers and key employees. Price—To 
public to be supplied by amendment; to employees, 
$10.95 per share. Proceeds—To selling stockholders. 
Underwriter—Union Securities Corp.; The First Boston 
Corp. and Merrill Lynch, Pierce, Fenner & Beane, all 
of New York. 
%* Columbia Gas System, Inc. (4/15) 
March 19 filed $60,000,000 of debentures, series C, due 
1977. Proceeds—To repay $20,000,000 of bank loans 
and for 1952 construction program. Underwriters—To 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. 
Bids—To be opened at 11:30 a.m. (EST) on April 15. 


%* Commercial Finance Co., Inc., Mt. Rainier, Md. 
March 21 (letter of notification) 8,000 shares of common 
stock (par $1) and 8,000 shares of preferred stock (par 
$25) to be offered in units of four shares of preferred 
and four shares of common stock. Price—$120 per unit. 
Proceeds — For working capital. Office — 3201 Rhode 
Island Ave., Mt. Rainier, Md. Underwriter—None. 
* Composite Bond & Stock Fund, Inc., 

Spokane, Wash. 
March 21 filed 180,000 shares of capital stock. Price—At 
market. Proceeds— For investment. Underwriter — 
None. 
*% Consolidated Industries, Inc., 

Salt Lake City, Utah 
March 17 (letter of notification) 200,000 shares of com- 
mon stock. Price—$1l per share. Proceeds—For con- 
struction of sulphuric acid, fertilizer and wood sugar 
plants. Office—174 North Main Street, Salt Lake City, 
Utah. Underwriter—None. 

Consolidated Underwriters Investment Corp. 
Feb. 18 filed 40,000 shares of class A common stock. 
Price—At par ($10 per share, with an underwriter fee 
of $1.50). Proceeds—For investment. Underwriters—A. 
C. Decker, Jr., President and Treasurer of corporation; 
F. D. Keith, Vice-President; and S. O. Ryan. 

Consumers Power Co. (4/9) 

March 18 filed $25,000,000 of first mortgage bonds due 
1987. Proceeds-——Together with other available funds, 
to finance $53,000,000 construction program for 1952. 
Underwriters—To be determined by competitive bid- 
ding. Probable bidders: Halsey, Stuart & Co. Inc.; Mor- 
gan Stanley & Co.; Kuhn, Loeb & Co.; The First Boston 
Corp. and Harriman Ripley & Co., Inc. (jointly); White, 
Weld & Co. and Shields & Co. (jointly). Bids—Ex- 
pected to be opened at 11 a.m. (EST) on April 9. 


Continued on page 50 
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Reading Ce. ..c6.-66-cs----o ee. Tres Ci. 
(Bids noon EST) 


, fey le ee Common 
(Bids 3:30 p.m, EST) 
March 31, 1952 
AlMeG SB CRinccseenuewd eich ctl «nies 
(Paine, Webber, Jackson & Curtis) 
Doman Helicopters, Inc. Common 
Offering to stockholder Cohu & Co 
Mountain States Tel. & Tel. Co.____---_--- Common 
(Offering to stockholders. No underwriting) 
Temes Power Be cas Cia. ck cckitintwncndane Bonds 
(Bids 11:30 a.m. EST) 
April 1, 1952 
Colorado Interstate Gas Co._______.___-_.__. Common 
‘Union Securities Corp. and others) 
Deerpack Pee CO. .....-scceccencss Common 


(Northeastern Securities Co.) 
BG Eibucceanssnnmons _......Equip. Trust Ctfs, 
(Bids Ron EST) 


")} ae a Common 
(Prugh-Combest & Land, Inc.) 
Liberty Leen Cee®.....co<ncececancossont ee Peeerres 
(Riter & Co.) 

Portland General Electric Co..__.______.___.Common 
(Blyth & Co., Inc.) 

San Diego Gas & Electric Co.__...--------- Bonds 
(Bids to be invited) 

te ee ee nudge eres tin san won Common 


‘Smith, Barney & Co. and Wm. R. Staats & Co. 


Tune-Sol Electric, Inc...............-..-. Preferred 
(Harriman Ripley & Co., Inc.) 
West Penn Power Co.___-.-.--.---..-...---Bonds 


(Bids 11 a.m. EST) 
April 2, 1952 
Interstate Power Co.___-_-_-~- _.Bonds & Common 
(Bids 11:30 a.m. EST) 
Pittsburgh & Lake Erie RR _._.Equip. Trust Ctfs. 


Bids noon EST 
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* INDICATES ADDITIONS 
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® ITEMS REVISED 


April 3, 1952 
Pittsburgh Plate Glass Co..__._-------- Debentures 
(The First Boston Corp.) 
April 4, 1952 
Wisconsin Power & Light Co.___-- Pfd. & Common 
‘Smith, Barney & Co. and Robert W. Baird & Co., Inc.) 
April 7, 1952 


Canadian Fund, Inc Bo Di Satan co cd dtustéses ints 
(Kidder, Peabody & Co. and Dominick & Dominick) 


Great Western Petroleum Co.___.--__--_-- Common 
(Steele & Co.) 
Minnesota Mining & Mtg. Co.___.--__--~_- Common 
‘Goldman, Sachs & Co. and others) 
Weseern Al Be Be. cocnemuntwmnccena Common 


(Blyth & Co., Inc.) 


April 8, 1952 


Bingham-Herbrand Corp. -_--.------~-- Debentures 
(Straus, Blosser & McDowell) 


Tinos Bell Teseneone Cb... << nceseneccmecnn Bonds 
(Bids 11:30 a.m. EST) 
April 9, 1952 
Chicago & North Western Ry. _-_--- Equip. Tr. Ctfs. 
(Bids to be invited) 

Cet. TI i Bonds 
(Bids 11 a.m. EST) 
Minneapolis-Honeywell Regulator Co.______- Debs. 
(Union Securities Corp.) 

New Brunswick (Province of)-~------- Debentures 


(Halsey, Stuart & Co.) 


April 10, 1952 


Indianapolis Power & Light Co.__--__--~~- Common 
(Lehman Brothers, Goldman, Sachs & Co. 
and The First Boston Corp.) 
Merritt-Chapman & Scott Corp... -- Common 
(Offering to stockholders) 


April 14, 1952 


Hoberg Paper Mills, Inc._______-___-_____Preferred 
(Robert W. Baird & Co., Inc.) 
Metal Hydrides, Inc..__--- al Sl AE Common 


(‘D. A. Lomasney & Co.) 
Tennessee Production Co..............-.~ Common 
(Stone & Webster Securities Corp. and White, Weld & Co.) 


April 15, 1952 


Columbia Gas System, Inc._.-----.-- Debentures 
(Bids 11:30 a.m. EST) 
Cornell-Dubilier Electric Corp..______- Debentures 
(Kidder, Peabody & Co.) 

Daitch Crystal Dairi.s, Inc.._-..--- pibibaheeal Common 
(Hirsch & Co.) 

Southern California Edison Co.________.. Common 
(First Boston Corp. and Harris, Hall & Co. Inc.) 
Wisconsin Power & light Co.._____________ Bonds 


(Bics to be invited) 


Aprii 16, 1952 


pS Bl ES eee Debentures 
(Kidder, Peabody & Co. and Goldman, Sachs & Co.) 


April 22, 1952 


AMOS POC Ge. dactidaddunttbbnmucniiia Bonds 
- (Bics 11 a.m, EST) 
American Automobile Insurance Co._____. Commen 


(Offering to stockholders—The First Boston Corp.) 


Gulf States Utilities Co..._..._..___________._._ Common 
(Bids 11 a.m. EST) 
April 23, 1952 

Rochester Telephone Corp.______--_--_--_Preferred 
(First Boston Corp.) 
April 30, 1952 

First National Bank cf Portland________- Common 

(Offering to stockholders—not underwritten) 


May 6, 1952 
Texas Electric Service Co.___. _.Bonds & Debs. 
(Bids 11:30 a.m. EST) 
May 20, 1952 
National Fuel Gas Co.________________ Debentures 
(Bids to be invited) 
Jure 9, 1952 
Kansas Gas & Electric Co.___.______Bonds & Stock 
(‘Bids to be invited) 
June 24, 1952 
Gult Pewer Oe..csedbdd bse wiicdtictioanenae 
(Bids to be invited) 
July 8, 1952 


Georgie Power Gi..<<cconconntacsaccecescsn 
(Bids to be invited) 
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Continental Royalty Co., Dallas, Tex. 

arch 18 (letter of notification) 120,000 shares of com- 
on stock (par $1). Price—$2.50 per share. Proceeds— 
» purchase royalties and mineral deeds, oil and gas. 
fice—740 Wilson Building, Dallas Texas. Underwriter 
Mone. 


Cornell-Dubilier Electric Corp. (4/15) 

arch 26 filed $4,000,000 of 20-year sinking fund deben- 

res. Price—To be supplied by amendment. Proceeds 

To retire bank loans and for working capital. Under- 
\ riter—Kidder, Peabody & Co., New York. 


Daitch Crystal Dairies, Inc. (4/15) 

in. 31 filed 147,000 shares of common stock (par $1), of 
hich 125,000 shares will be offered by company and 
,000 shares by present stockholders. Price—To be sup- 
ied by amendment. Proceeds — To open additional 
._permarkets. Underwriter—Hirsch & Co., New York. 
ffering—Now expected about the middle of April. 

- Dallas Power & Light Co. 

iarch 19 (letter of ontification) 188 shares of common 
ock (no par) and subscription warrants to purchase 
ae said shares. Price—$100 per share. Proceeds—For 
ew construction. Office—1506 Commerce Street, Dallas 
. Texas. Underwriter—None. 

Dayton Power & Light Co., Dayton, O. 
March 18 filed 50,000 shares of common stock (par $7), 
o be reserved under the company’s employees’ stock 
lan. Underwriter—None. 


t Deerpark Packing Co., Port Jervis, N. Y. (41) 
larch 21 (letter of notification) 235,000 shares of com- 
von stock (par 10 cents). Price—$1.25 per share. Pro- 
eeds—To repay RFC loan of $41,050 and for working 
apital. Underwriter—Northeastern Securities Co., New 
"ork. 
Detroit Steel Corp. 

‘eb. 5 filed $25,000,000 of 4%, % first mortgage bonds due 
larch 1, 1967. Price — To be supplied by amendment. 
'*roceeds—To retire $13,950,000 of presently outstanding 
irst mortgage bonds and for expansion program. Under- 
vriters—Halsey, Stuart & Co. Inc. of Chicago and New 
York; Van Alstyne, Noel & Co., New York; and Crowell, 


Veedon & Co., Los Angeles, Calif. Offering—Postponed 
emporarily. 


Detroit Steel Corp. 
eb. 5 filed 600,000 shares of $1.50 convertible preferred 
stock (par $25). Price—To be filed by amendment. Pro- 
*eeds—-For expansion program. Underwriters—Van Al- 
styne, Noel & Co., New York, and Crowell, Weedon & 
Co., Los Angeles, Calif. Offering—Postponed tempo- 
rarily. 
Diesel Power Corp., Pittsburgh, Pa. 
Jan. 10 filed 475,000 shares of common stock to be of- 
fered first to holders of preferential rights for a limited 
‘ime. Price— At par ($1 per share). Underwriter — 


Graham & Co., Pittsburgh, Pa. Proceeds—For develop- 
ment costs and working capital. 


* Doman Helicopters, Inc. (3/31) 

March 24 (amendment to letter of notification) 75,Q00 
shares of common stock (par $1) to be first offered for 
subscription by common stockholders of record March 27 
on a prorata basis, rights to expire April 11; unsub- 
scribed shares to be publicly offered on April 14. Price 
—$4 per share. Proceeds—For working capital. Under- 
writer—Cohu & Co., New York. 


* Electric Products Co., Cleveland, O. 

March 21 (letter of notification) 6,000 shares of pre- 
ferred stock. Price—At par ($50 per share). Proceeds 
—To reduce bank indebtedness. Office—1i1725 Clark- 
stone Road, Cleveland 12, Ohio. Underwriter—None. 


* Elfun Trusts, New York 

March 25 filed 100,000 units of trustees’ 
Price—At market. 
writer—None. 


* Elkhorn Mining Co., Boulder, Mont. 
March 19 (letter of notification) 50,000 shares of com- 
mon stock (par 10 cents). Price—$1 per share. Proceeds 


—For exploration costs. Office—Boulder Bank Bldg., 
Boulder, Mont. Underwriter—None. 


Fenimore iron Mines, Ltd., Toronto, Canada 
Jan. 25 filed 4,007,584 shares of common stock (par $1) 
and 2,003,792 common stock purchase warrants of which 
2,003,792 shares are to be offered to present common 
stockholders at 75 cents per share (Canadian funds) on 
@ basis of one new share for each two shares held. Sub- 
secribers will receive, for each share subscribed, a war- 
rant to purchase one additional share at $1.25 (Canadian 
funds) per share until June 1, 1953, or an additional 2,- 
003,792 shares. Unsubscribed shares will be offered by 
the company at the same price and carrying the same 
warrants. Proceeds—To finance drilling program. Un- 
derwriter—None. Statement effective March 10. 


* Flathead Petroleum Co., Monroe, Wash. 

March 21 filed 600,000 shares of common stock (par 
10 cents). Price — 50 cents per share. Proceeds — For 
equipment and drilling purposes. Underwriter—None. 


Forbes & Wallace, Inc., Springfield, Mass. 
Feb. 5 (letter of notification) 700 shares of class B com- 
mon stock (no par). Price—$20 per share. Proceeds— 
To R. W. Demarest, the selling stockholder. Underwriters 


—Tifft Brothers, Springfield, Mass.; and F. S. M 
Co., Inc., Boston, Mass. oseley & 


certificates. 
Proceeds—For investment. Under- 


Fox (Peter) Brewing Co., Chicago, Ill. 
March 14 (letter of notification) 2,000 shares of common 
stock (par $1.25). Price—At market (approximately $10 
per share). Proceeds—To W. J. Fox, the selling stock- 


bolder. Underwriter—Langill & Co., Chicago, Ill. 
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* Frantzhurst Rainbow Lakes Co. 

March 19 (letter of notification) 140,000 shares of capital 
stock. Price—-$1 per share. Proceeds—To build lakes 
and buildings and stock lakes with fish. Office — 328 
N. Nevada Ave., Colorado Springs, Colo. Underwriter— 
None. 


Golconda Mines Ltd., Montreal, Canada 
April 9 filed 750,000 shares of common stock. Price— 
At par ($1 per share). Underwriter—George F. Breen 
New York. Proceeds—For drilling expenses, repaymen! 
of advances and working capital. Offering—Date not set 


Great Western Petroleum Co. (4/7) 
Feb. 25 (letter of notification) 299,900 shares of com- 
mon stock. Price—At par ($1 per share). Proceeds—To 
drill wells. Office—328 Empire Bldg., Denver 2, Colo. 
Underwriter—Steele & Co., New York. 


Gulf Insurance Co., Dallas, Tex. 

Jan. 21 (letter of notification) 5,000 shares of common 
stock (par $10) to be offered for subscription by com- 
mon stockholders at rate of one share for each 34 shares 
held; unsubscribed shares to be offered publicly. Price 
—$45 per share. Proceeds— For capital and surplus 
funds. Address—P. O. Box 1771, Dallas, Texas. Un- 
derwriter—N one. 


* Gulf States Utilities Co., Beaumont, Tex. (4-22) 
March 19 filed 300,000 shares of common stock (no par). 
Proceeds—For new construction. Underwriter—To be 
determined by competitive bidding. Probable bidders: 
Stone & Webster Securities Corp.; Merrill Lynch, Pierce, 
Fenner & Beane and Lehman Brothers (jointly); Blyth 
& Co., Inc. Bids—Tentatively expected at 11 a.m. (EST) 
on April 22. 


Hammond Bag & Paper Co., Welisburg, W. Va. 
Feb. 15 (letter of notification) 10,000 shares of common 
stock to be offered to stockholders. Price—At par ($20 
per share). Proceeds—For working capital. Underwriter 
—None, 


Hecla Mining Co., Wallace, Ida. 
Jan. 17 (letter of notification) 3,000 shares of capital 
stock (par 25 cents). Price—At market (approximately 
$18 per share). Proceeds—To Mrs. M. K. Pollard, the 
selling stockholder. Underwriter—Thomson & McKin- 
non, New York. 


Hex Foods, Inc., Kansas City, Mo. (4/1) 

March 14 (letter of notification) 2,500 shares of common 
stock (no par). Price—$20 per share. Proceeds—To 
F. T. Hoeck, the selling stockholder. Underwriter— 
Prugh-Combest & Land, Inc., Kansas City, Mo. 

% Hoberg Paper Mills, Inc., Green Bay, Wis. (4/14) 
March 25 filed 80,000 shares of 542% convertible pre- 
ferred stock (par $25). Price—To be supplied by amend- 
ment. Proceeds—For working capital. Underwriter— 
Robert W. Baird & Co., Inc., Milwaukee, Wis. 


Hurt (Joel) & Co., Atlanta, Ga. 

March 6 (letter of notification) 3,750 shares of common 
stock (par $10) and $187,500 of subordinated convertible 
10-year debenture notes to be offered in units of two 
shares of stock and $100 of notes. Price—$120 per unit. 
Proceeds—For working capital. Office—-101 Marietta 
Street, N. W., Atlanta, Ga. Underwriter—None. 

® illinois Bell Telephone Co. (4/8) 

March 7 filed $25,000,000 of first mortgage bonds, series 
C, due April 1, 1984 (company also plans to offer 682,454 
shares of capita] stock to stockholders for subscription 
on or before July 1, 1952, at par, $100 per share). Pro- 
ceeds—To repay advances from American Telephone & 
Telegraph Co., which owns 99.31% of Illinois Bell out- 
standing stock. Underwriters —- To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co., Inc.; Morgan Stanley & Co.; Glore, Forgan & Co. 
and Union Securities Corp. (jointly); Kuhn,Loeb & Co.; 
White, Weld & Co.; First Boston Corp.; Shields & Co. 
Bids—Expected at 11:30 a.m. (EST) on April 8. 


Independent Plow, Inc., Neodesha, Kan. 
Feb. 15 (letter of notification) 120,000 shares of common 
stock (par 25 cents) being offered to stockholders of rec- 
ord about March 13 or 14; rights to expire 14 days there- 
after. Price—$2.50 per share. Proceeds—For working 
capital. Underwriter—Barrett Herrick & Co., Inc., New 
York. 
® Indianapolis Power & Light Co. (4/10) 
March 19 filed 196,580 shares of common stock (no par), 
to be offered for subscription by common stockholders 
of record April 10 at the rate of one share for each seven 
shares held (with an oversubscription privilege); rights 
to expire April 24. Price—-To be supplied by amendment. 
Proceeds—For new construction. Underwriters—Lehman 
Brothers, Goldman, Sachs & Co. and The First Boston 
Corp., all of New York. 


Inland Oil Co. (Nev.), Newark, N. J. 
Feb. 26 (letter of notification) 599,700 shares of class A 
common stock (par 25 cents). Price—50 cents per share. 
Proceeds—For drilling and equipping well and for work- 
ing capital. Office—11 Commerce St., Newark, N. J. 
Underwriter—Weber-Millican Co., New York. 


International Technical Aero Services, Inc. 
Feb. 15 (letter of notification) 300,000 shares of common 
stock (par 10 cents). Price—$1 per share. Proceeds—For 
working capital. Office—International Terminal, Wash- 
ington National Airport, Washington, D. C. Underwriter 
—James T. DeWitt & Co., Washington, D. C. 


Interstate Power Co. (4/2) 
March 3 filed 345,833 shares of common stock (par $3.50) 
to be offered for subscription by common stockholders 
of record April 4 on basis of one share for each six 
shares then held (with an oversubscription privilege). 
Proceeds—For construction program. Underwriters—To 
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be determined by competitive bidding. Probable bidders: 
Blyth & Co., Inc.; Lehman Brothers; Merrill Lynch, 
Pierce, Fenner & Beane and Kidder, Peabody & Co. 
(jointly); Smith, Barney & Co.; Harriman Ripley & Co. 
Inc. Bids—Tentatively scheduled to be received at 11.30 
a.m. (EST) on April 2. 


Interstate Power Co., Dubuque, fowa (4/2) 
March 3 filed $2,000,000 of first mortgage bonds, due 
1982. Proceeds—For construction program. Underwriters 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart Co., Inc.; White White, Weld & 
Co.: Merrill Lynch, Pierce, Fenner & Beans; Smith, Bar- 
ney & Co.; Salomon Bros. & Hutzler. Bids—Tentatively 
scheduled to be received at 11:30 a.m. (EST) on April 2. 
*% Investment Co. of America, Los Angeles, Calif. 
March 26 filed 1,500,000 shares of common stock. Price 
__At market. Proceeds—For investment. Underwriter 
—None. 

% Investors Syndicate of America, Inc. 

March 21 filed $12,000,000 series 10 certificates, $65,090,- 
000 series 15 certificates, $90,000,000 series 2U certificates 
and $2,247,000 single payment certificates. 

% Jamaica Vater Supply Co. 

March 19 (letter of notitication) 4,210 shares of common 
stock (no par). Price—$23.75 per share. Proceeds— 
To reimburse treasury for capital expenditures. Under- 
writer—Blyth & Co., Inc., New York. Offering—Now 
being made. 

*% Jersey Yukon Mines Ltd., Toronto, Canada 
March 20 filed 200,000 shares of common stock (par $1). 
Price—$1 per share (Canadian funds). Proeeeds—For 
capital payments on property account and option agree- 
ments, purchase of machinery and operating expenses. 
Underwriter—None. 

Johnston Adding Machine Co., Carson City, Nev. 
March 5 (letter of notification) 150,000 shares of capital 
stock. Price—At par ($1 per share). Proceeds—To pur- 
chase tools and materials and office equipment. Under- 
writer—None. 

Junction City (Kansas) Telephone Co. 

Feb. 29 (letter of notification) $294,000 of first mortgage 
414% bonds, series A, due Feb. 1, 1977 (in denominations 
of $1,000 each). Proeeeds—To retire bank loans. Under- 
writer—W achob-Bender Corp., Omaha, Neb. 

- Kansas-Colorado Utilities, Inc., Lamar, Colo. 
March 14 (letter of notification) 5,866 shares of common 
stock. Price—$12.75 per share. Proceeds—To Sullivan- 
Brooks Co., Inc., the selling stockholder. Office—112 
West Elm St., Lamar, Colo. Underwriter — Sullivan- 
Brooks Co., Inc., Wichita, Kan. 


% Langendorf United Bakeries, Inc. 

March 20 (letter of notification) 15,000 shares of com- 
mon stock (par $1), to be offered to executives and key 
employees. Price—At approximately $18.05 per share. 
Proceeds—For working capital. Office—-1160 McAllister 
Street, San Francisco 15, Calif. Underwriter—None. 

% Lapaco Chemicals, Inc., Lansing, Mich. 

March 18 (letter of notification) 200,787 convertible 
notes (each note convertible into $1 par class B stock). 
Price—90 cents each. Proceeds — For working capital 
and investment. Office—1800 Glenrose Ave., Lansing 2, 
Mich. Underwriter—None. 


% Lewis (John H.) Fund, Inc., N. Y. 

March 19 filed 100,000 shares of capital stock. 
At market. Proceeds—For investment. 
Lewis Management Co., Inc., New York. 


Liberty Loan Corp., Chicago, Ill. (4 1) 
March 13 filed 115,000 shares of cumulative preferred 
stock, 1952 convertible series (par $10). Price—To be 
supplied by amendment (expected at about $15 per 
share). Proceeds—For working capital. Underwriter— 
Riter & Co., New York and Chicago. 


Lindemann (A. J.) & Hoverson Co. 
Nov. 28 filed 112,500 shares of common stock (par $1). 
Price—To be supplied by amendment. Underwriter— 
Sills, Fairman & Harris, Inc., Chicago, Ill. Proceeds— 
To eight selling stockholders. Offering—Date indefinite. 
Loch-Lynn Gas Corp. (N. J.) 
March 5 (letter of notification) 1,000 shares of common 
stock (par $1). Price—$100 per share. Proceeds—For 
working capital. Office—15 Exchange Place, Jersey 
City 2, N. J. Underwriter—None. 
@ Marshall Field & Co., Chicago, Iil. 
Dec. 19 filed 150,000 shares of 442% cumulative convert- 
ible preferred stock (par $100). Price—-To be supplied 
by amendment. Underwriters—Glore, Forgan & Co. and 
Lee Higginson Corp.. New York. Proceeds—To retire 
bank loans. Withdrawal—Statement withdrawn Match 14. 
Financing arranged privately. 
* Martin (Glenn L.) 
March 24 filed voting trust certificates for 3.000,009 
shares of common stock and $6,000,000 of 10-year 4% 
convertible subordinated notes. 


%* Mercantile Acceptance Corp. of California 

March 20 (letter of notification) 2,030 shares of common 
stock (par $5) and $40,600 of 10-year 5% junior sub- 
ordinated debentures to be offered to common stock- 
holders of record March 10 at rate of one share of com- 
mon and $20 face amount of debentures. Price—$23.50 
per unit. Proceeds—For working capital. Office—333 
Montgomery Street, San Francisco, Calif. Underwriter 
—Guardian Securities Corp., San Francisco, Calif. 


% Mercier Packing Co., Inc., Rochester, N. Y. 
March 21 (letter of notification) 150,000 shares of class A 
capital stock (par $1) and 3,000 shares of class B capital 
stock (no par), each purchase of 50 class A shares being 
privileged to buy one class B share. Price—S1 per share. 
Proceeds — For working capital. Office—910 Wilder 
Bidg., Rochester, N. Y. Underwriter—None. 


Price— 
U nderwriter— 
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Merritt-Chapman & Scott Corp. (4/10) 

March 13 filed 124,147 shares of common stock (par 
$12.50), to be offered for subscription by common stock- 
holders of record April 10 on the basis of one share for 
_each four shares held. Of any unsubscribed shares, em- 
ployees, including officers, may purchase a maximum 
of 10,000 shares; rights to.expire about April 28. Price— 
To be supplied by amendment. Proeceeds—To reduce 
bank loans and for working capital and other corporate 
purposes. Office—17 Battery Place, New York 4, N. Y. 
Business—Industrial building, marine and heavy con- 
struction. Underwriter—None. 


% Metal Hydrides, Inc., Beverly, Mass. (4/14) 
March 21 filed 100,000 shares of common stock (par $5). 
Price—To be supplied by amendment. Proceeds—To en- 
large research facilities and for new construction. 
Underwriter—D. A. Lomasney & Co., New York. 


*% Minneapolis-Honeywell Regulator Co. (4/9) 
March 20 filed $20,000,000 of 20-year debentures due 
1972. Price—To be supplied by amendment. Proceeds— 
To repay bank loans and for working capital. Under- 
writer—Union Securities Corp., New York. 


Minnesota Mining & Manufacturing Co. (4/7) 
March 18 filed 300,000 shares of common stock (no par). 
Price—To be supplied by amendment. Proceeds—To 
selling stockholders. Underwriters—Goldman, Sachs & 


Co.; Kidder, Peabody & Co. and Piper, Jaffray & Hop- 
wood. 


— States Telephone & Telegraph Co. 
(3/ ) 

March 7 filed 318,624 shares of capital stock, to be offered 
for subscription by stockholders of record March 28 in 
ratio of one share for each four shares held. Price—At 
par ($100 per share). Proceeds—-To repay advances from 
American Telephone & Telegraph Co., parent, which 


owns a majority (over 84.81%) of present outstanding 
stock. Underwriter—None. 


Multnomah Piywood Corp., Portland, Ore. 
Feb. 27 filed 200 shares of common stock (par $2,500), 
of which 191 shares are to be offered to stockholders at 
par and nine shares are to be offered to three indi- 
viduals in units of three shares each at $12,500 per unit. 
Proceeds—To acquire timber, timberlands and peeler 
plant and for working capital. Underwriter—None. 

New Brunswick (Province of) (4/9) 
March 13 filed $10,000,000 of 20-year sinking fund de- 
bentures, due April 1, 1972. Price—To be supplied by 
amendment. Preceeds — To redeem $4,000,000 2%% 
5-year debentures of the Province due May 1, 1952, and 
the remainder to be advanced to The New Brunswick 
Electric Power Commission in connection with its con- 
struction program. Underwriter—Halsey, Stuart & Co. 
Inc., Chicago and New York. 


New Mexico Jockey Club, Albuquerque, N. M. 
March 17 filed 1,255 shares of common stock (par $1,000). 
Price—To be supplied by amendment. Proceeds—To 
construct racing plant and for working capital. Under- 
writer—None. but Dr. Frank Porter Miller of Los An- 


geles, Calif.. will be “engaged to sell the securities to 
the public.” 


Newport Steel Corp., rt, Ky. 
Feb. 5 (letter of notification) 1.200 shares of common 
stock (par $1). Price — At market (estimated at about 
$11.84 per share). Proceeds — To Bernard A. Mitchell, 
the selling stockholder. Underwriter — Merrill Lynch, 
Pierce, Fenner & Beane, Louisville, Ky. 


Noranda Oil Corp., San Antonio, Tex. 
Jan. 29 (letter of notification) 10,000 shares of common 
stock (par $1). Price — At market (approximately 75 
cents per share). Proceeds—To Aristide M. Joncas. Of- 
fice—2101 Transit Tower, San Antonio 5, Tex. Under- 
writer—C. K. Pistell & Co., Inc., New York. 


® Official Films, Inc., Ridgefield, N. J. 

March 12 (letter of notification) 188,914 shares of com- 
mon stock (par 10 cents), being offered first for sub- 
scription by common stockholders of record Feb. 29 at 
rate of one new share for each seven shares held; rights 
to expire on April 10. Price—S$1.50 per share. Pro- 
ceeds—For working capital. Office—c/o Cleary, Gott- 
lieb, Friendiy & Hamilton, 52 Wall St.,”New York 5, 
N. Y. Underwriter—None. 


%* Oil Hunters, Inc., Fort Worth, Tex. 

March 19 (letter of notification) 4,500,000 shares of capi- 
tal stock, of which 3,000,000 shares will be offered. With 
each of the first 1,500,000 shares sold, there will be issued 
free ad a bonus one share for each share purchased. 
Price—At par (10 cents per share). Proceeds—To drill 
oil and gas well. Office—303 Insurance Bldg., Fort Worth, 
Tex. Underwriter—None. 


Oregon Fibre Products, Inc., Pilot Rock, Ore. 
Feb. 1 filed $2,500,000 5% sinking fund debentures due 
Jan. 1, 1968 (in denominations of $100 each); 5,000 
shares of 6% cumulative preferred stock (par $100) and 
60,000 shares of common stock (par $1) to be offered in 
units of $100 of debentures and two common shares or 
one share of preferred and two common shares. Price— 
$102 per unit: debentures and preferred stock may also 
be purchased at face value separately. Proceeds—For 
new construction and equipment. Business—Softboard 
and hardboard plant. Underwriter—None. Statement 
effective March 12. 

Peabody Coal Co. 
March 26 filed 160,000 shares of 542% prior preferred 
stock (par $25). Price — To be supplied by amendment 
Underwriter—A.C. Allyn & Co.. Inc.. Chicago, Ill. Pro- 
eeeds—For construction program. Offering—lIndefinitely 
postponed. 

Peoples Finance Corp., Montgomery, Ala. 

Dec. 19 (letter of notification) 15,000 shares of common 
stock (par $1). Price—$3 per share. Underwriter—Carl- 
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son & Co., Birmingham, Ala. Proceeds—To expand busi- 
ness. Office—5 South Court St., Montgomery, Ala. 


Petroleum Finance Corp. 
Feb. 5 (letter of notification) 60,000 shares of common 
stock (par $1) and 30,000 warrants to purchase 30,000 
shares of common stock (warrants exercisable at $7.50 
per share on or prior to April 1, 1954). Each purchaser 
of two common shares will receive one warrant. Price— 
$5 per share, ‘Preceeds—For working capital. Office— 


Oklahoma City, Okla. Underwriter—George F. Breen, 
New York. 


Pioneer Air Lines, Inc., Dallas, Tex. 
Nov. 29 filed 120,000 shares of common stock (par $1). 
Price—$12 per share. Underwriter—Cruttenden & Co., 
Chicago, Ill. Proceeds—To purchase new equipment. Of- 
fering—Temporarily delayed. 


Pittsburgh Plate Glass Co. (4/3) 
March 11 filed $40,000,000 sinking fund debentures due 
1967. Price—To be supplied by amendment. Proceeds 
—For further expansion and diversification. Under- 
writer—The First Boston Corp., New York. 


® Portiand General Electric Co. (4/1) 
March 10 filed 250,000 shares of common stock (no par). 
Price—To be supplied by amendment. Proceeds—To 
pay bank loans and for new constructin. Underwriter— 
Blyth & Co., Inc., San Francisco and New York. 
Progressive Fire Insurance Co., Atlanta, 
Georgia (4/ 
March’'7 (letter of notification) 10,901 shares of capital 
stock to be offered on April 1 first to stockholders of 
record Feb. 11; unsubscribed shares to be offered to 
public on April 15. Price—To stockholders $25 per 
share, and to public $27.50 per share. Proceeds—For 
working capital to increase volume of business. Office 
—107 Cone Street, Atlanta, Ga. Underwriter—None. 


Public Telephone Co., Blair, Neb. 
Jan. 18 (letter of notification) $80,000 of 4%% first 
mortgage bonds, series A, due Feb. 1, 1972 (in denomi- 
nations of $1,000 each). Price—At 102%. Proceeds— 
For construction and corporate purposes. Underwriter— 
Wachob-Bender Corp., Omaha, Neb. 


Quaker Oats Co., Chicago, Ill. 

Feb. 21 filed 410,121 shares of common stock (par $5) 
being offered to,common stockholders of record March 
13 on a basis of one share for each seven shares held; 
rights to expire March 31. Price—$26 per share. Pro- 
ceeds—For plant expansion and working capital. Under- 
writer—Glore, Forgan & Co., New York. Statement ef- 
fective March 12. 


Radioactive Products, Inc., Detroit, Mich. 

March 14 (letter of notification) 112,500 shares of class A 
convertible stock (par $1), to be offered for subscription 
by common stockholders at rate of one class A share for 
each two common shares held. Price—$1.25 per share. 
Proceeds—For equipment and working capital. Office— 
443 West Congress St., Detroit 26, Mich. Underwriter— 
A. H. Vogel & Co., Detroit, Mich. 


Reis (Robert) & Co. 

Jan. 29 (letter of notification) 7,000 shares of $1.25 div- 
idend prior preference stock (par $10) and 40,000 
shares of common stock (par $1). Price—$7.3742 per 
share for the preferred and $1.12'% per share for com- 
mon. Proceeds—To Estate of Arthur M. Reis, deceased. 
Underwriter — None, but Lehman Brothers, New York, 
will act as broker. 


Ridley Mines Holding Co., Grafton, N. D. 
Feb. 15 filed 100,000 shares of common stock. Price—At 
par ($5 per share). Proceeds—For exploration and other 
mining purposes. Business — Uranium mining. Under- 
writer—None. 


Robinson (J. W.) Co., Los Angeles, Calif. 

Jan. 4 filed 100,000 shares of capital stock to be offered 
on a pro rata basis to stockholders of record Nov. 23, 
1951 (approximately 33 in number) for a 30-day period, 
with an oversubscription privilege. Unsubscribed shares 
to be sold privately to individuals selected by company. 
Price—At par ($10 per share). Underwriter—None. Pro- 
ceeds — For working capital. Business — Department 
store. Statement effective Jan. 28. 


% Rochester Telephone Corp. (4/23) 

March 26 filed 60,000 shares of cumulative preferred 
stock (par $100). Price—-To be supplied by amendment. 
Proceeds—To repay $3,200,000 bank loans, to redeem 
$2,282,600 first cumulative preferred stock and for con- 
struction expenses. Underwriter — The First Boston 
Corp., New York. 


*% Rocket Drilling Co., Newcastle, Wyo. 

March 21 (letter of notification) 100,000 shares of com- 
mon stock. Price—$1 per share. Proceeds—For work- 
ing capital. Underwriter—None. 


San Diego Gas & Electric Co. (4/1) 

March 3 filed $12,000,000 first mortgage bonds, series D 
due 1982. Proceeds—To retire $5,600,000 of bank loans 
and for construction program. Underwriters — To be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; Merrill 
Lynch, Pierce, Fenner & Beane; The First Boston Corp.; 
White, Weld & Co. and Shields Co. (jointly); Lehman 
Brothers. Bids—Tentatively expected to be received on 
April 1. Public Offering—Scheduled for April 2. State- 
ment expected to become effective March 24. 


Sargent & Greenleaf, Inc., Rochester, N. Y. 
Feb. 18 (letter of notification) 5,500 shares of common 
stock (par $1). Price—At market (approximately $6 per 
share). Proceeds—To Howard S. Thomas, Jr., the selling 
stockholder. Underwriter—Franklin & Co., New York. 
Shirks Motor Express Corp., Baltimore, Md. 
Feb. 13 (letter of notification) 9,796 shares of 6% cumu- 
lative preferred stock. Price—At par ($10 per share). 
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Proceeds—To Manheim Corp. (for 6,950 shares) and to 
Posey Service Co. (for 2,846 shares). Underwriter— 
Alex. Brown & Sons. Baltimore, Md. 


* Signal Mines, Ltd., Toronto, Canada 

March 17 filed 600,000 shares of common stock of which 
500,000 shares are for account of company. Price—At 
par ($1 per share). Proceeds—For exploration and de- 
velopment costs and working capital. Underwriter— 
Northeastern Securities Ltd. 


Solar Aircraft Co., San Diego, Calif. (4/1) 
March 10 filed 120,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Proceeds—To 
finance increased output of defense orders and for work- 
ing capital. Underwriters—Smith, Barney & .Co., New 
York, and William R. Staats & Co., Los Angeles, Calif. 


* Southern California Edison Co. (4/15) 
March 24 filed 800,000 shares of common stock (par $25). 
Price—To be supplied by amendment. Proceeds—To re- 
pay bank loans and for new construction. Underwriters 
—The First Boston Corp., New York, and Harris, Hall 
& Co. (Inc.), Chicago, Ill. 

Standard Coil Products Co., Inc. 
March 17 filed 486,858 shares of common stock (par $1), 
to be offered in exchange for common stock of General 
Instrument Corp. on basis of four Standard shares for 
each five General shares. Offer will be consummated if 
holders of 85% of General shares tender their stock in 
exchange. Dealer-Managers—F. Eberstadt & Co., Inc. 
and Hirsch & Co., both of New York. 


Sun Electric Corp., Chicago, Hl. 
Jan. 29 (letter of notification) 3,000 shares of 6% cumu- 
lative preferred stock. Price—At par ($100 per share). 
Proceeds—For working capital. Office—6323 Avondale 
Ave., Chicago 31, Ill. Underwriter—None. 


Superior Plywood Corp., Crescent City, Calif. 
March 17 filed 3,600 shares of class A voting common 
stock (par $10), 300 shares of class B non-voting com- 
mon stock (par $5,000) and 9,000 shares of 6% cumu- 
lative preferred stock (par $100). Of the class A stock, 
2,000 shares are reserved for issuance at par for cash 
or exchange in connection with plan to acquire control 
of Standard Veneer & Timber Co. Proceeds—To pur- 
chase site for plywood plant, to repay loan and for 
working capital. Business—Operator of green veneer 
plant. Underwriter—None. 


% Tennessee Production Co. (4/14) 

March 25 filed 1,250,000 shares of common stock (par $5). 
Price—To be supplied by amendment. Proceeds—To 
repay bank loans and for exploration and development 
of properties. Underwriters—Stone & Webster Securi- 
ties Corp. and White, Weld & Co., New York. 


Texas Power & Light Co. (3/31) 

Feb. 28 filed $14,000,000 of first mortgage bonds, due 
April 1, 1982, and $5,000,000 of sinking fund debentures, 
due April 1, 1977. Proceeds—To repay short-term loans 
and for new construction. Underwriters—To be deter- 
mined by competitive bidding. Probable bidders: (1) 
For bonds only: First Boston Corp.; Drexel & Co., and 
Hemphill, Noyes, Graham, Parsons & Co. (2) For deben- 
tures only: Harris, Hall & Co. (Inc.). (3) For bonds and 
debentures: Halsey, Stuart & Co. Inc.; Lehman Brothers; 
Union Securities Corp.; Kuhn, Loeb & Co., Blyth & Co., 
Ine., Kidder, Peabody & Co. and Merrill Lynch, Pierce, 
Fenner & Beane (jointly). Bids—Tentatively expected 
at 11:30 a.m. (EST) on March 31. 


Texas Utilities Co. 

Feb. 15 filed 409,689 shares of common stock (no par) be- 
ing first offered to common stockholders of record March 5 
at rate of one new share for each 12 shares held (with 
an oversubscription privilege); rights to expire March 28. 
Price—$32.50 per share. Proceeds—To repay bank loans 
and for investments in and advances to subsidiaries and 
working capital. Underwriter—Union Securities Corp., 
New York. Statement effective March 5. 


* Torrington Water Co., Torrington, Conn. 

March 18 (letter of notification) 3,174 shares of capital 
stock (par $25). Price—At approximately $27 per share. 
Proceeds—To Muriel Alvord, et al. Underwriter—Wood, 
Struthers & Co., New York. 


Trangulf Corp., Houston, Tex. 
Jan. 25 (letter of notification) 25,000 shares of capital 
stock (par 10 cents). Price—$1 per share. Proceeds—For 
working capital. Office—1 Main St., Houston, Tex. Un- 
derwriter—Arthur I. Korn & Co., New York. 


Tri-State Telecasting Corp., Chattanooga, Tenn. 
Jan. 21 filed 20,000 shares of common stock (no par) 
and 2,000 shares of 5% cumulative preferred stock (par 
$100) to be sold in units of one preferred share and 
10 common shares. Price—$200 per unit. Proceeds—For 
new equipment and working capital. Underwriter— 
None. 


Tung-Sol Electric, Inc. (4/1) 
March 10 filed 50,000 shares of cumulative convertible 
preferred stock (par $50). Price—To_be supplied by 
amendment. Proceeds—For working capital. Under- 
writer—Harriman Ripley & Co., Inc., New York, Offer- 
ing—Expected early in April. 


United Air Lines, Inc. 

Feb. 27 filed 223,865 shares of 442% cumul. convertible 
preferred stock, 1952 series (par $100), being offered for 
subscription by common stockholders at rate of one 
share of preferred stock for each 11 shares of common 
stock held on March 18; rights to expire on April 2. 
—Price—At par. Proceeds—To be applied, together with 
other fund, toward payment for new flight and ground 
equipment. Underwriter—Harriman Ripley & Co., Inc., 
New York. 
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Viking Plywood & Lumber Corp., Seattie, Wash. 
Oct. 19 filed 22,500 shares of common stock (no par) to 
be offered to employee-stockholders in minimum units 
of 125 shares per unit. Price—$20 per share. t nderwriter 
—Novne. Proceeds—To purchase 50% of capital stock 
of Snellstrom Lumber Co. Statement effective Feb. 25. 


Welex Jet Services, Inc. 
Jan. 25 (letter of notification) 2,000 shares of common 
stock (no par). Price—$20 per share. Proceeds—To Ww. 
H. Thompson, the selling stockholder. Underwriters— 
Barron McColloch, Ft. Worth, Tex.; Dewar, Roberston 
& Pancoast and Russ & Co., both of San Antonio, Tex.; 
and Laird & Co., Wilmington, Del. 


West Penn Power Co., Pittsburgh, Pa. (4/1) | 
Feb 28 filed $12,000,000 of first mortgage bonds, series 
O, due April 1, 1982, and $8,000,000 of no par common 
stock (latter to be offered for subscription by stock- 
holders at rate and price to be supplied by amendment. 
Proceeds—To pay bank loans and for property additions 
and improvements. Underwriters—(1) For stock, none. 
West Penn Electric Co., owner of approximately 94.6% 
of outstanding common stock, proposes to purchase all 
shares not subscribed by public holders. (2) For bonds 
to be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Kidder, Peabody & Co.; 
Lehman Brothers; Blyth & Co., Inc.; W. C. Langley & 
Co; The First Boston Corp. Bids—Expected to be opened 
at 11 a.m. (EST) on April 1. 


Western Air Lines, Inc. (4/7) 

March 10 filed 165,049 shares of common stock (par $1), 
to be offered for subscription by stockholders of record 
April 7 at rate of three new shares for each 10 shares 
held: :ights to expire on April 22. Price—To be sup- 
plied by amendment. Proceeds—To be added to work- 
ing capital and used for purchase of additional equip- 
ment. Underwriter—Blyth & Co., San Francisco, Calif., 
and New York. 


Western Gold Mines, Inc., Carson City, Nev. 
March 14 (letter of notification) 2,500 shares of common 
stock (par 10 cents). Price—$2.25 per share. Proceeds— 
For working capital. Office—First National Bank Bldg., 
Carson City, Nev. Underwriter—None. 


® Wisconsin Power & Light Co. (4/15) 

March 19 filed $7,000,000 of first mortgage bonds, series 
F, due April 1, 1982. Proceeds—To reduce bank loans 
and for new construction. Underwriters—To be deter- 
mined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; White, Weld & Co. and Kid- 
der, Peabody & Co. (jointly); Kuhn, Loeb & Co.; Salo- 
mon Bros. & Hutzler; Equitable Securities Corp.; Smith, 
Barney & Co. and Robert W. Baird & Co., Inc. (jointly); 
Union Securities Corp.: First Boston Corp.; Glore, 
Forgun & Co.; Lehman Brothers and Bear, Stearns & 
Co. (jointly). Bids—Tentatively expected about April 15. 


® Wisconsin Power & Light Co. (4/4) 
March 19 filed 15,000 shares of cumulative preferred 
stock (par $100), to be offered for subscription by pre- 
ferred stockholders of record March 31 on a pro rata 
basis. and 288,208 shares of common stock (par $10), to 
be offered for subscription by common stockholders of 
record March 31 on the basis of one new share for each 
seven shares held: rights expected to be 
April 4 to expire on April 21. 
by amendment. Proceeds—For rduction of bank loans 
and new construction. Underwriters—Smith, Barney & 
Co., New York, and Robert W. Baird & Co., Inc., Mil- 
waukee, Wis. 

Wix Accessories Corp., Gastonia, N. C. 
March 3 (letter of notification) 10,000 shares of common 
“stock, to be offered for subscription by stockholders. 
Price—$18 per share. Proceeds—For working capital. 
Underwriter—Jackson & Smith, Gastonia, N. C. 


issued on 
Price—To be supplied 
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Prospective Offerings 


Aeroquip Corp. 

Jan. 4, Don T. McKone, Chairman, announced that con- 
sideration was being given to the possibility of equity 
financing. On Feb. 18, stockholders voted to increase the 
authorized common stock to 1,000,000 from 750,000 shares, 
and to issue 37,500 shares as a 5% stock dividend. Under- 
writer—Watling Lerchen & Co., Detroit, Mich. Pro- 
ceeds—For additional working capital. 


Alabama Gas Corp. 

March 7 sought SEC authority to issue and sell $4,000,- 
000 first mortgage bonds, series C, due 1971. Proceeds— 
For construction program. Underwriters—To be deter- 
mined by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; White, Weld & Co., Kidder, Peabody 
& Co. and Stone & Webster Securities Corp. (jointly); 
The First Boston Corp.; Salomon Bros. & Hutzler, Equit- 
able Securities Corp. and Carl M. Loeb, Rhoades & Co. 
(jointly). 


American Can Co. 
Feb. 5 directors approved the raising of $50,000,000 of 
new money to provide for the company’s plant improve- 
ment program and for additional working capital. C. H. 
Black, Chairman, said the board’s plans cali for provid- 
ing half of the new money through the sale of debentures 
and the remaining $25,000,000 through the sale of addi- 
tional common stock which would be offered to common 
stockholders for subscription. The details of the financ- 
ing plan will be completed and announced at an early 
date. Stockholders will vote April 29 on approving 
financing plans and proposed 4-for-1 split-up of pre- 
ferred and common stocks. Underwriter—Morgan Stan- 
ley & Co., New York. 


American Hard Rubber Co., N. Y. 

March 14, F. D. Hendrickson, President, announced 
company plans to issue and sell 96,655 additional com- 
mon shares (par $12.50) to stockholders on the basis of 
one share to each holder of two common shares and to 
each holder of four shares of $50 par preferred stock 
(including a right of oversubscription). Proceeds—For 
working capital and for improvements and develop- 
ments. Traditional Underwriter — Hemphill, Noyes, 
Graham, Parsons & Co., New York. 


American Telephone & Telegraph Co. 
Feb. 20 directors voted to place before stockholders on 
April 16 a proposal to authorize a new issue of not to 
exceed $550,000,000 of convertible debentures. Last 
issue of debentures was offered to stockholders at par, 
without underwriting. 


*% Arkansas Power & Light Co. 

March 14 it was reported company plans sale in October 
of $12,000,000 first mortgage bonds. Underwriters—To 
be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Equitable Securities 
Corp., and Central Republic Co. (Inc.) (jointly); Lehman 
Brothers and Stone & Webster Securities Corp. (jointly); 
Union Securities Corp.; Merrill Lynch, Pierce, Fenner 
& Beane. 


Bell Telephone Co. of Pennsylvania 
Jan. 2 it was announced that company’s construction 
program for next three years calls for the expenditure 
of $247,000,000 of which about $81,700,000 will be spent 
in 1952. Underwriters—For bonds to be decided by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Kuhn, Loeb & Co. and Lazard Freres & Co. (joint- 
ly); Morgan Stanley & Co.; White, Weld & Co..and 
Union Securities Corp. (jointly); The First Boston Corp. 


* Bridgeport Brass Co. 

March 20 it was announced that stockholders will vote 
April 28 on creating an issue of 125,732 shares of con- 
vertible preferred stock (par $50) which are to be 
offered for subscription by common stockholders on a 
1-for-7'2 basis. Registration—Expected early in April. 
Underwriters—Hornblower & Weeks and Stone & Web- 
ster Securities Corp. 

California-Pacific Utilities Co. 

Feb. 29 it was reported company expects to offer about 
$2,000,000 of debentures within the next two months. 
Proceeds will be used to pay for additions and improve- 


ments to property. Traditional Underwriters — First 
California Co., Inc., San Francisco, Calif. 
Carpenter Paper Co. 

March 6 it was announced stockholders will vote 
March 28 to increase authorized common stock from 
1,000,000 shares (238,649 shires outstanding) to 2,000,000 
shares, and on splitting up present shares on a 2-for-l 
basis. It is planned also to offer publicly up to 60,000 
shares of the new common stock. Proceeds—For work- 
ing capital and general corporate purposes. Traditional 
Underwriter—Kirkpatrick-Pettis Co., Omaha, Neb. 


Case (Jj. 1.) Co. 

Jan. 18 it was announced that stockholders will vote 
April 17 on increasing the authorized common stock from 
1,200,000 shares, par $25, to 4,000,000 shares, par $12.50, 
and on issuance of two new shares in exchange for each 
share presently held. Following split-up, it is planned to 
set aside 100,000 of the new shares for sale to employees 
under stock purchase options, and to offer to common 
stockholders one new share for each five shares held. 
Price—To be determined later. Underwriters—Probably 
Morgan Stanley & Co. and Clark, Dodge & Co. 
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Central Hudson Gas & Electric Corp. 
March 25 stockholders voted to increase authorized pre- 
ferred stock (par $100) from 150,000 shares (130,300 
shares outstanding) to 225,000 shares to enable company | 
to meet future capital requirements. There are no im- 
mediate plans for sale of any additional preferred stock. 


March 4 it was reported company plans the sale this 
Fall of about $5,500,000 first mortgage bonds. Latest 
bond financing was done privately in March, 1951 
through Kidder, Peabody & Co. 


Chicago & North Western Ry. (4/9) 
March 7 company sought ICC authority to issue and sell 
$6,825,000 of equipment trust certificates to be dated 
May 1, 1952 and payable in 15 annual instalments from 
1953 to 1967, inclusive. Probable bidders: Halsey, Stuart 
& Co, Inc.; Salomon Bros. Hutzler; Bear, Stearns & 
Co. 


Columbus & Southern Ohio Electric Co. 
March 7 it was announced company expects to enter the 
permanent financing market about the middle of 1952 
with 150,000 to 200,000 shares of new common stock. Pro- 
ceeds—-For construction program. Underwriter—Dillon 
Read & Co., Inc., New York. 


Connecticut Light & Power Co. 
March 1 it was announced that it is presently estimated 
that approximately $11,000,000 of additional capital will 
be required during the latter half of 1952. 


Consolidated Gas, Electric Light & Power Co. of 
Baltimore 

Dec. 24 it was stated that company plans to issue and sell 
both stocks and bonds during 1952 to an amount suffi- 
cient to raise approximately $22,000,000. Underwriters— 
For bonds to be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; White, Weld 
& Co. and The First Boston Corp. (jointly); Harriman 
Ripley & Co., Inc. and Alex. Brown & Sons (jointly). 
The First Boston Corp., Alex. Brown & Sons and John C, 
Legg & Co (jointly) handled latest common stock fi- 
nancing, while White, Weld & Co. handled last preferred 
stock sale. Proceeds—For new construction. Offering—~ 
Expected in March or April. 


Copperweld Steel Co. 
March 3 it was announced stockholders on April 30 will 
vote on increasing the authorized indebtedness from $5,- 
000,000 to $15,000,000 (none presently outstanding) and 
the authorized preferred stock (par $50) to 137,727 shares 
from 37,727 shares, which are all outstanding. Traditional 
Underwriter—Riter & Co., New York. 


Crane Co., Chicago, Ill. 
March 5 it was reported that company is understood to 
be planning sale of additional securities in the not im- 
mediate future. Underwriters — Morgan Stanley & Co, 
and Clark, Dodge & Co., New York. 


Dallas Power & Light Co. 

Jan. 23 company was reported to be planning issuance 
and sale of $6,000,000 first mortgage bonds, with regis- 
tration expected in the near future. Proceeds—To be used 
for construction program. Underwriters—To be deter- 
mined by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; The First Boston Corp.; Harriman Rip- 
ley & Co., Inc.; Equitable Securities Corp.; Lehman 
Brothers; Union Securities Corp.; Kidder, Peabody & Co.; 
Blyth & Co., Inc.; Merrill Lynch, Pierce, Fenner & 
Beane. Bids—Expected late May or early June. 


%* Davison Chemical Corp. 

March 13 it was announced stockholders will vote April 
17 on authorizing creation of an issue of 300,000 shares 
of convertible preferred stock (par $50), of which it is 
planned to offer 128,533 shares first to common stock- 
holders on a 1-for-5 basis. Underwriters—Alex. Brown 
& Sons, Baltimore, Md., and Kidder, Peabody & Co., 
New York. 

® Erie RR. (4/1) 

Bids will be received by the company up to noon (EST) 
on April 1 for the purchase from it of $1,800,000 equip- 
ment trust certificates to be dated April 15, 1952 and 
mature semi-annually from Oct. 15, 1952 to April 15, 
1962, inclusive. Probable bidders: Halsey, Stuart & Co, 
Inc.; Salomon Bros & Hutzler; Bear, Stearns & Co. 


First National Bank of Portland (4/30) 

March 10 stockholders approved sale of 200,000 addi-«- 
tional shares of common stock (par $12.50) to common 
stockholders of record April 30 at rate of one new share 
for each five shares held; rights to expire on May 29, 
Unsubscribed shares would be purchased by Transamer- 
ica Corp., which owns a controlling stock interest in 
the bank. Price—$30 per share. Proceeds—To increase 
capital and surplus. Underwriter—None. 


Florida Power Corp. 

Jan. 11 it was announced that additional financing will 
be necessary to complete the company’s construction 
program and it is contemplated that the balance of new 
capital needed will be obtained from the sale of common 
stock and first mortgage bonds. Company has borrowed 
$4,000,000 under a bank credit recently arranged which 
provides for short-term bank borrowings of not more 
than $10,000,000. Previous bond financing was done 
privately. Common stock may be offered to common 
stockholders, with Kidder, Peabody & Co. and Merrill 
Lynch, Pierce, Fenner & Beane acting as agents. 
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Florida Power & Light Co. 

Feb. 11 directors approved a $22,100,000 construction 
budget for 1952 and $27,800,000 for 1953. This is part 
of a 10-year program estimated to cost $332,000,000. 
Probable bidders for bonds: Halsey, Stuart & Co. Inc.; 
Kuhn, Loeb & Co.; Harriman Ripley & Co. Inc.; Merrill 
Lynch, Pierce, Fenner & Beane; Lehman Brothers; 
Shields & Co.; The First Boston Corp.; Carl M. Loeb, 
Rhoades & Co. and Bear, Stearns & Co. (jointly); White, 
Weld & Co. 


General Fuse Co., South River, N. J. 
Jan. 28 Nelson O. Burt, President, announced company 
is discussing the marketing of unsubscribed 54%% con- 
vertible preferred stock with several underwriters. A 
total of 50,000 shares were recently offered to common 
stockholders at par ($5 per share). 


General Public Utilities Corp. 
Feb. 6 it was reported the corporation is expected to 
sell this summer approximately 530,000 additional shares 
of common stock. Stockholders on April 7 will vote on 
proposal to authorize issuance of common stock without 
requiring preemptive rights. Underwriters—If stock is 
sold at competitive bidding, probable bidders may in- 
clude: Lehman Brothers; The First Boston Corp. In 
July, 1951, Merrill Lynch, Pierce, Fenner & Beane acted 
as clearing agent for an offering of common stock to 
stockholders. 

Georgia Power Co. (7/8) 
Feb. 8 it was announced company plans issuance and 
sale of $20,000,000 of first mortgage bonds. Proceeds— 
For new construction. Underwriters—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Morgan Stanley & Co.; The First Boston 
Corp.; Lehman Brothers; Kuhn, Loeb & Co.; Blyth & 
Co., Inc. and Kidder, Peabody & Co. (jointly); Shields 
& Co. and Salomon Bros. & Hutzler (jointly); 
Union Securities Corp. and Equitable Securities Corp. 
(jointly); Harriman Ripley & Co. Inc. Bids—Expected 
on July 8. 

Globe-Wernicke Co. 
Feb. 26 it was reported company may issue and sell con- 
vertible debentures, or debentures with warrants at- 
tached. Preceeds—To refund outstanding 7% preferred 
stock. Underwriters—May include Westheimer & Co., 
Cincinnati, O. 

Gulf Power Co. (6/24) 
Feb. 8 it was announced company plans to issue and 


‘sell $7,000,000 of first mortgage bonds. Proceeds—For 


mew construction. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart 
& Co. inc.; Coffin & Burr, Inc.; The First Boston Corp.; 
Kidder, Peabody & Co.; Union Securities Corp.; Equita- 
ble Securities Corp.; Blyth & Co., Inc.; Kuhn, Loeb & 
Co.; Merrill Lynch, Pierce, Fenner & Beane; Salomon 
Bros. & Hutzler and Drexel & Co. (jointly). Bids—Ex- 
pected to be opened on or about June 24. 

Hammermill Paper Co. ° 
Jan. 22 it was announced company plans public offering 
of additional common stock (par $5) following proposed 
two-for-one split-up of presently outstanding 287,020 
shares authorized by the stockholders on Feb. 25. Pro- 
ceeds—To be used for expansion program. Traditional 
Underwriter—A. G. Becker & Co. Inc., Chicago, II. 

Hartford Electric Light Co. 
Feb. 18 it was announced stockholders will vote March 4 
on a $20,000,000 financing plan which will include the 


sale of bonds (probably privately). Proceeds—For new 
construction. 


idaho Power Co. 
Feb. 27 T. E. Roach, President, announced that the com- 
pany’s present plans consist of the sale this summer of 
about 225,000 additional shares of common stock (par 
$20), but no preferred stock. Price—At a minimum of 
$35 per share net to company. Underwriters — Latest 
common stock financing in April, 1949, was handled by 
Blyth & Co., Inc.; Lazard Freres & Co.; and Wegener 
& Daly Corp. Proceeds—To repay bank loans and for 
construction program. 


International Bank for Reconstruction and 
Development (‘‘World Bank’’ ) 
Feb. 5 it was reported bank expects to issue and sell 
— to $100,000,000 additional bonds in April or 
ay. 

International Utilities Co., Ltd. 
March 10 it was announced stockholde 
on increasing the authorized common —ock and on creat- 
ing a new issue of preferred stock. ‘traditional Under- 
writer—Butcher & Sherrerd, Philad ipia, Pa. 


Kansas City Power & Light Co. 

Jan. 4 company announced tha‘ it plans to issue 
and sell in 1952 about $12,000,000 ; ncipal amount first 
mortgage bonds (this is in addition to present preferred 
and common stock financing. Underwriters—To be de- 
termined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Glore, Forgan & Co.; Blyth 
& Co., Inc. and Lazard Freres & Co, (jointly); The First 
Boston Corp.; White, Weld & Co. and Shields & Co. 
(jointly); Smith, Barney & Co.; Kuhn, Loeb & Co., Sal- 
omon Bros. & Hutzler and Union Securities Corp. 
(jointly); Equitable Securities Corp.; Lehman Brothers 
and Bear, Stearns & Co. (jointly); Harriman Ripley & 
Co., Inc. Proceeds—For new construction. 


Kansas Gas & Electric Co. (6/9-10) 
Feb. 29, Murray Gill, President, announced that company 
will probably bring an offering of securities to market 
in the next few months, but the amount is still un- 
decided. Investment groups had been said to have been 
forming on a reported $12,000,000 in bonds and 200,000 
shares of common stock. Probable bidders for bonds: 


will vote April 15 
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Halsey, Stuart & Co. Inc.; Lehman Brothers; Union 
Securities Corp. and Stone & Webster Securities Corp. 
(jointly); Glore, Forgan & Co. and Goldman, Sachs & 
Co. (jointly); Merrill Lynch, Pierce, Fenner & Beane 
and Kidder, Peabody & Co. (jointly); The First Boston 
Corp. Probable bidders for stock: Union Securities Corp.; 
Lehman Brothers; Merrill Lynch, Pierce, Fenner & 
Beane, Kidder, Peabody & Co. and White, Weld & Co. 
(jointly); The First Boston Corp. Bids—Tentatively ex- 
pected on June 9 or 10. 
Kentucky Utilities Co. 
Dec. 10 it was reported company plans to issue and sell 
in April or May $12,000,000 30-year first mortgage bonds, 
series D. Underwriters—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Kidder, Peabody & Co. and White, Weld & Co. 
(jointly); Lehman Brothers and Salomon Bros. & Hutzler 
(jointly); Blyth & Co., Inc.; Union Securities Corp. and 
Merrill Lynch, Pierce, Fenner & Beane (jointly). 
Leitz (Ernst), Inc., New York 

Jan. 21 it was reported that the Office of Alien Property, 
120 Broadway, New York, N. Y., plans to sell late in 
March all of the outstanding capital stock of this com- 
pany, which distributed Leica cameras in the United 
States. Probable bidders may include: Allen & Co. 


Long Island Lighting Co. 
March 5 it was announced company plans to finance in 
part its 1952 $41,000,000 construction program by the 
sale of $35,000,000 of new securities. Underwriters—For 
any common stock, may be Blyth & Co., Inc. and The 
First Boston Corp. (jointly); for any preferred, W. C. 
Langley & Co., and for any bonds to be determined by 
competitive bidding, with the following probable bid- 
ders: Halsey, Stuart & Co. Inc.; Blyth & Co., Inc. and 
The First Boston Corp. (jointly); W. C. Langley & Co.; 
Smith, Barney & Co. 

Martin (Glenn L.) Co. 
Jan. 10 company announced plan to sell an estimated 
$6,000,000 of convertible debentures to a group of pri- 
vate investors and additional common stock to common 
stockholders. Underwriter—Smith, Barney & Co., New 
York. Proceeds—From sale of debentures to help meet 
production programs, and from sale of stock to retire 
debentures within six months. Meeting—Stockholders 
will vote April 2 on approving financing plan. 

Middie East Industries Corp., N. Y. 
Oct. 31 it was announced company plans to expand its 
capitalization in the near future and to register its 
securities with the SEC preliminary to a large public 
offering, the funds to be used to build new industrial 
projects in Israel. 


National Fuel Gas Co., N. Y. (5/20) 
Jan. 29 company applied to SEC for authority to issue 
and sell $18,000,000 of sinking fund debentures due 1977. 
Proceeds—To repay $11,000,000 bank loans and to loan 
$7,000,000 to subsidiaries. Underwriters—To be deter- 
mined by competitive bidding. Probable bidders: Halsey, 
Stuart & Co. Inc.; Blyth & Co., Inc.; The First Boston 
Corp.; White, Weld & Co.; Harriman Ripley & Co., Inc. 
Bids—Expected on or about May 20. 

National Gypsum Co. 
Feb. 20 it was announced stockholders will vote 
March 25 on a proposal to increase the authorized com- 
mon stock from 2,500,000 to 5,000,000 shares in order 
“to prepare company for the opportunities and require- 
ments of the coming years.” No immediate plans have 
been made for the issuance of any additional common 
stock. Traditional Underwriters—W. E. Hutton & Co., 
Cincinnati, Ohio, and Blyth & Co., Inc., New York. 


National Research Corp., Cambridge, Mass. 
Jan. 21 it was announced stockholders will vote March 
21 on increasing authorized capital stock from 125,000 
shares to 600,000 shares, to provide, in part, for payment 
of a 200% stock dividend. It is also planned to make 
a public offering of a portion of the proposed authorized 
shares when market conditions are favorable. Latest 
financing in 1946 was made to common stockholders, 
Proceeds would be added to working capital. Under- 
writers — Probably Paine, Webber, Jackson & Curtis 
and The First Boston Corp. Offering—Expected in May. 

National Supply Co. 
March 7 it was announced stockholders will vote April 2 
on increasing authorized indebtedness from $20,000,000 
to $50,000,000. There are no immediate plans for sale of 
any securities, but company may start using long-term 
bank loans to secure working capital instead of relying 
on short-term loans. 


Nevada Natural Gas Pipe Line Co., Las Vegas, 
Nevada 
Feb. 8 company applied to FPC for authority to con- 
struct a 114-mile pipeline from near Topock, Ariz., to 
Las Vegas, Nev., at an estimated cost of $2,400,880, to 
be financed by sale of $1,600,000 first mortgage bonds, 
$500,000 preferred stock and $402,500 common stock. 


New British Dominion Oil Co., Ltd. 
March 5 it was reported company plans offering of about 
1,000,000 shares of additional common stock. Proceeds— 
To be used for exploration development, etc. Properties 
are located primarily in British Columbia, Alberta, and 
Montana. Underwriter—Allen & Co., New York. 


New England Power Co. , 
Jan. 11 company received from SEC authority to increase 
authorized bank borrowings from $12,000,000 to $16,- 
000,000. A major portion of this indebtedness may be 
financed through issuance and sale of $7,500,000 first 
mortgage bonds this year and the sale of additional 
common stock to parent (New England Electric System). 
Underwriters—For bonds, to be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 


Co. Inc.: Lehman Brothers; Blyth & Co., Inc.; Equitable 
Securities Corp. and Blair, Rollins & Co. Inc. (jointly); 
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Merrill Lynch, Pierce, Fenner & Beane; Harriman Rip- 
ley & Co., Inc.; The First Boston Corp.; Kuhn, Loeb & 
Co.; Union Securities Corp. and Salomon Bros. & Hutzler 
(jointly); Kidder, Peabody & Co. and White, Weld & Co, 
(jointly). 
New England Telephone & Telegraph Co. 

Dec. 20, F. A. Cosgrove, Vice-President, said a perma- 
nent financing program will have to be’ undertaken is 
1952 to repay about $43,000,000 short-term bank borrow. 
ings. Underwriters—For bonds may be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Morgan Stanley & Co. In case of common stock 
financing there will be no underwriting. 


New Jersey Bell Telephone Co. 
Feb. 18 company filed a new $70,000,000 financing pro- 
gram with the New Jersey Board of Public Utility Com- 
missioners, which will include $20,000,000 of long-term 
bonds. Proceeds—From sale of bonds and from sale of 
$50,000,000 of common stock to parent, American Tele- 
phone & Telegraph Co. will be used for new construc- 
tion. Underwriters—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Morgan Stanley & Co.; White, Weld & Co.; Kuhn, Loeb & 
Co.; Shields & Co.; The First Boston Corp. Offering— 
Expected early in May. 

New Jersey Natural Gas Co. 
Feb. 26 it was reported company, formerly known as 
County Gas. Co., plans issuance and sale of $12,500,000 
first mortgage bonds (to be placed privately), $2,000,000 
of preferred stock and 200,000 shares of common stock 
to provide funds for acquisition of gas properties of 
Jersey Central Power & Light Co. at an estimated price 


: ita Underwriter—Probably Allen & Co., New 
ork. 


® Northern Indiana Public Service Co. 
March 14, Indiana P. S. Commission authorized the com- 
pany to issue and sell this year $10,000,000 of first mort- 
gage bonds, series G. Proceeds—For construction pro- 
gram estimated to cost about $20,000,000 in 1952 and 
$21,000,000 in 1953. Underwriters—To be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Lehman Brothers and Bear, Stearns & Co, 
(jointly); The First Boston Corp.; Equitable Securities 
Corp.; White, Weld & Co.; Union Securities Corp.;: Cen- 
tral Republic Co. (Inc.), Blyth & Co., Inc., and Merrill 
Lynch, Pierce, Fenner & Beane (jointly); Harriman 
Ripley & Co., Inc. 

Northern States Power Co. (Minn.) 
Jan. 16, B. F. Braheney, President, announced that com- 
pany will have to raise between $30,000,000 and $32,- 
500,000 this year to finance its construction program. 
About two-thirds of the amount needed will be in the 
form of debt issues and the balance common stock (about 
1,100,000 shares) the latter issued first to common stock- 
holders. Underwriters—To be determined by competi- 
tive bidding. Probable bidders for stock and bonds: 
Smith Barney & Co.; The First Boston Corp.; Glore, 
Forgan & Co.; Lehman Brothers and Riter & : Co. 
(jointly); Equitable Securities Corp.; Union Securities 
Corp.; Merrill Lynch, Pierce, Fenner & Beane; Kidder, 
Peabody & Co. and White, Weld & Co. (jointly). Prob- 
able bidder on bonds only: Halsey, Stuart & Co. Inc. 

Northwest Natural Gas Co. 
Jan. 7 company filed amended application with FPC in 
connection with its plan to build a natural gas trans- 
mission system in the Pacific Northwest to transport 
gas from Canada to markets in Idaho, Washington and 
Oregon, with a portion to be returned to Canada for use 
in British Columbia. The estimated overall cost of the 
project is approximately $92,000,000. Underwriter— 
Morgan Stanley & Co., New York. Financing—Not ex- 
pected until after Provincial elections in April 

Pacific Northwest Pipeline Corp. 
Jan. 7 the company applied to the FPC for authority to 
build a 2,175-mile natural gas pipeline from southern 
Texas to the Pacific Northwest at an estimated cost 
of $174,186,602. The line is sponsored by Fish Engineer- 
ing Corp. of Houston, Tex. Probable underwriters: 
White, Weld & Co. and Kidder, Peabody & Co., New 
York. (See also accompanying item on “Spokane Gas & 
Fuel Co.’’) 

Pan American Sulphur Co. 
Feb. 9 stockholders approved an increase in the author- 
ized common stock from 1,500,000 shares (par 10 cents) 
to 2,000,000 shares (par 70 cents). A part of the increase 
is expected to be offered for subscription by stock- 
holders. Proceeds would be used for construction and 
exploration program in Mexico. 

Penn Controls, Inc. 
Jan. 11 it was reported company may file in February 
a revised financing proposal with SEC. The previous 
proposal to issue 100,000 shares of common stock (par 
$2.50) through F. S. Moseley & Co. was withdrawn on 
Dec. 21. 

Pennsylvania Electric Co. 
Jan. 5 it was announced that company plans to spend 
about $26,000,000 for expansion in 1952, to be financed, 
in part, by the sale of about $9,000,000 first mortgage 
bonds, $4,500,000 of preferred stock and $4,500,000 of 
common stock (the latter issue to parent, General Public 
Utilities Corp). Underwriters—For bonds and preferred 
stock to be determined by competitive bidding. Probable 
bidders: (1) for bonds—Halsey, Stuart & Co. Inc.; Kid- 
der, Peabody & Co.; Union Securities Corp. and White, 
Weld & Co. (jointly); Kuhn, Loeb & Co.; A. C. Allyn 
& Co., Inc.; Equitable Securities Corp.; Shields & Co, 
and R. W. Pressprich & Co. (jointly). (2) for preferred— 
Smith, Barney & Co. and Kidder, Peabody & Ca, 
(jointly); W. C. Langley & Co. and Glore, Forgan & Co, 
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(jointly); Kuhn, Loeb & Co.; Lehman 
Salomon Bros. & Hutzler (jointly); Harriman 
Co.. Inc. Offering—Expected in mid-year. 


Pennsylvania Salt Manufacturing Co. 
March 13 it was announced stockholders will vote April 
23 on increasing authorized indebtedness from $10,000,- 
000 (about $5,200,000 outstanding) to $25,000,000. No 
immediate borrowing is contemplated. 


Peoples Gas Light & Coke Co. 
Feb. 26 it was announced stockholders will vote April 3 
on increasing authorized capital stock (par $100) from 
1,000,000 shares (933,578 shares outstanding Dec. 31, 
1951) to 2,000,000 shares. The company has no present 
plans for issuing any of the additional authorized shares, 
but they will be available for issuance either for cash 
or for a consideration other than cash without further 
action of the stockholders. 


Philadelphia Electric Co. 
Feb. 6 it was announced stockholders on April 9 will 
be asked to approve an increase in the authorized in- 
debtedness of the company to $400,000,000 from $265,- 
430,000. No additional financing is contemplated until 
1953. 


*% Pittsburgh & Lake Erie RR. (4/2) 
Bids will be received by the company up to noon (EST) 
on April 2 for the purchase from it of $2,460,000 equip- 
ment trust certificates to be dated April 15, 1952 and 
mature semi-annually from Oct. 15, 1952 to April 15, 
1967. inclusive. Probable bidders: Halsey, Stuart & Co. 
Inc.: Salomon Bros. & Hutzler; Bear, Stearns & Co. 
Pressed Steel Car Co., Inc. 
March 4 it was announced stockholders will vote April 
17 on increasing the authorized common stock from l,- 
280,000 shares to 3,280,000 shares (1,045,500 shares pres- 
ently outstanding). The new shares would be issued 
when directors decide, in connection with diversification 
program. No immediate financing is planned. Traditional 
Underwriter—Kuhn, Loeb & Co., New York. 


Public Service Co. of Indiana, Inc. 

March 4 it was announced stockholders will vote April 7 
on a plan to create an issue of 800,000 shares of cumu- 
lative preferred stock (par $25), of which between 400,- 
000 and 800,000 shares (probably convertible into com- 
mon) are expected to be initially offered. Proceeds—-To 
repay bank loans and for construction program. Under- 
writers — May be determined by competitive bidding. 
Probable bidders: The First Boston Corp.; Glore, Forgan 
& Co.; Kuhn, Loeb & Co. and Harriman Ripley & Co., 
Inc. (jointly). 


Brothers and 
Ripley & 


Public Service Co. of New Hampshire 
March 6 it was announced company intends, in May or 


June, 1952, to issue $4,000,000 of first mortgage bonds 
and $2,500,000 of preferred stock, and toward the end 
of the year to issue sufficient common shares to raise 
approximately $4,000,000. Proceeds — To retire bank 
loans and for new construction. Underwriters — To be 
determined by competitive bidding. Probable bidders: 
(1) For bonds—Halsey, Stuart & Co. Inc.; The First Bos- 
ton Corp. and Coffin & Burr, Inc. (jointly); White, Weld 
& Co.; Kidder, Peabody & Co. and Blyth & Co., Inc. 
(jointly). (2) For preferred stock — The First Boston 
Corp.; Kidder, Peabody & Co. and Blyth & Co., Inc. 
(jointly); Harriman Ripley & Co., Inc. (3) For common 
stock—Kidder, Peabody & Co. and Blyth & Co., Inc. 


(jointly); Harriman Ripley & Co. and Lehman Brothers 
(jointly). 


® Public Service Electric & Gas Co. 

March 15 it was announced stockholders will vote 
April 21 on authorizing an issue of $40,000,000 deben- 
tures, which may be sold this spring or summer, to- 
gether with about $20,000,000 additional common stock. 
The proceeds will be used for the company’s construction 
program. In November, the company sold through Mor- 
gan Stanley & Co., Drexel & Co. and Glore, Forgan & 
Co. an issue of 249,942 shares of 4.70% cumulative pre- 
.ferred stock (par $100). 


%* Ralston Purira Co. (4/16) 

March 26, it was announced momentary registration is 
expected of $25,000,000 sinking fund debentures. Price 
—To be announced later. Underwriters—Kidder, Pea- 
body & Co. and Goldman, Sachs & Co., New York. 


% Rainbow Oil Co. of Calgary, Ltd. 

March 18 it was reported that early registration is ex- 
pected of around 350,000 shares of common stock (value 
about $2,500,000). Underwriters—Hayden, Stone & Co.. 
New York, and T. H. Jones & Co., Cleveland, Ohio. 


Reading Co. (3/27) 

Bids will be received by the company, Room 423, Read- 
ing Terminal, Philadelphia 7, Pa., up to noon (EST) on 
March 27 for the purchase from it of $8,340,000 equip- 
ment trust certificates, series T, to be dated April 15, 1952 
and to mature semi-annually to and including April 15, 
1967. Probable bidders: Halsey, Stuart & Co. Inc.; Salo- 
mon Bros. & Hutzler; Bear, Stearns & Co. 


Robertson (H. H.) Co., Pittsburgh, Pa. 
Nov. 16 it was announced stockholders will in April 
1952, vote on a proposal to increase the aythorized com- 
mon stock from 250,000 shares (all outstanding) to 1.- 
000,000 shares in order to make additional stock available 
for such corporate purposes as acquisition of new proper- 


ties, to provide additional capital funds declarati 
steck dividends. Es 


Scott Paper Co. 
March 7 it was announced stockholders will vote April 
24 on increasing the authorized common stock from 3,- 
000,000 to 5,000,000 shares. and the authorized indebt- 
edness from $4,000,000 to $25,000,000. The company said 
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it will announce later any plans for future financing. 
Underwriters—Drexel & Co.; Merrill Lynch, Pierce, Fen- 
ner & Beane; and Smith, Barney & Co. 

Southern Co. 
Feb. 8 it was announced company is planning to issue 
and sel] later this year additional common stock. Pro- 
ceeds—To increase investments in subsidiaries in fur- 
therance of their construction programs. Underwriters— 
May be determined by competitive bidding. Probable 
bidders: Lehman Brothers; Morgan Stanley & Co.; Kid- 
der, Peabody & Co. and Merrill Lynch, Pierce, Fenner 
& Beane (jointly); Blyth & Co., Inc.; Union Securities 
Corp. and Equitable Securities Corp. (jointly); Harriman 
Ripley & Co. Inc. 

Southern Natural Gas Co. 
March 3 company filed with FPC a $76,000,000 expan- 
sion program to bring natural gas into its Alabama, 
Georgia and Mississippi service areas. 
® Southern Union Gas Co. 
March 17 it was stated company plans to issue and sell 
$5,000,000 of debentures, 30,000 shares of preferred stock 
and between 165,000 to 170,000 shares of common stock 
(latter to common stockholders on a 1-for-10 basis). 
Registration—Expected late this month. Underwriter— 
Blair, Rollins & Co. Inc., New York. 


Springfield City Water Co. (Mo.) 
Feb. 20 company applied to Missouri P. =. Commission 
for authority to issue $900,000 of 334% iirst mortgage 
bonds, 1,620 shares of preferred stock at par ($100 per 
share) and 10,000 shares of common stock (no par) at 
$10 per share. 

Tampa Electric Co. 
Jan. 24 it was announced company plans to spend 
$52,000,000 for new construction and improvements in 
the next five years and expects to enter the new money 
market this year to finance its 1952 requirements. 
Latest bond financing was done privately. Traditional 
Underwriter—Goldman, Sachs & Co., New York. 


Tennessee Gas Transmission Co. 
March 10 it was announced stockholderg will vote 
March 28 on increasing authorized preferred stock from 
600,000 shares to 1,000,000 shares. Underwriters—Stone 
& Webster Securities Corp. and White, Weld & Co. 
(jointly). 


Texas Calgary Co. (Del.) 
March 14 it was announced than an offering is expected 
of approximately 40,000 to 50,000 shares of common stock 
(par $1). Price—$3.25 per share net. Proceeds—To an 
estate and a group of non-controlling small stockholders. 
Underwriter—tTroster, Singer & Co., New York. 


Texas Electric Service Co. (5/6) 
Jan. 23 it was reported company was planning issuance 
and sale of $8,000,000 first mortgage bonds due 1982 and 
$5,000,000 debentures due 1977. Proceeds—For construc- 
tion program. Underwriters—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Kuhn, Loeb & Co., Lehman Brothers and 
Blyth & Co., Inc. (jointly); Salomon Bros. & Hutzler; 
Harriman Ripley & Co., Inc.; Union Securities Corp.; 
Hemphill, Noyes, Graham, Parsons & Co. and Drexel & 
Co. (jointly); Kidder, Peabody & Co. and Merrill Lynch, 
Pierce, Fenner & Beane (jointly): The First Boston 
Corp. Registration—Tentatively scheduled for March 28. 
Bids—Expected to be received at 11:30 a.m. (EST) on 
May 6. 
Texas-Ohio Gas Co., Houston, Tex. 

Oct. 17 company applied to FPC for authority to con- 
struct a 1,350-mile natural gas transmission line extend- 
ing from Texas into West Virginia. The project is esti- 
mated to cost $184.989,683. Underwriter—Kidder, Pea- 
body & Co., New York. 


Toledo Edison Co. 

Nov. 20 it was reported that the company expects to 
spend approximately $46,500,000 for expansion in 1952 
to 1955, and it has been stated that no further financing 
is contemplated before late 1952, when about 400,000 
shares of common stock is anticipated. Probable bidders’ 
Merrill Lynch, Pierce, Fenner & Beane; W. C. Langley 
& Co.; Lehman Brothers and Smith, Barney & Co 
(jointly). 


Trade Bank & Trust Co., New York 
Jan. 15 stockholders approved increase in authorized 
capital stock (par $10) from $2,000,000 to $2,500,000, the 
additional 50,000 shares to be offered for subscription 
by stockholders of record Feb. 29 on basis of one share 
for each four shares held: with rights to expire on 
April 1. Price—At par. Underwriting—None involved. 


Transcon Lines, Los Angeles, Calif. 
March 13 it was announced company will offer 30,000 
shares of capital stock to stockholders on March 24, with 
an oversubscription privilege; subscribed shares to pub- 
lic on April 7. Price—To stockholders, $6.75 per share, 
and to public, $7.12% per share. Proceeds—For working 
capital, etc. Underwriter—Cruttenden & Co., Chicago, Il. 


* Transcontinental Gas Pipe Line Corp. 

March 14 it was reported company plans issuance and 
sale this Fall of an issue of convertible preferred stock. 
Underwriters—Probably White, Weld & Co. and Stone 
& Webster Securities Corp., New York. 


Union Bank & Trust Co. of Los Ang. 
March 18 company offered for sale 10,000 shares of 
capital stock (par $50), first to stockholders of record 
March 17 at rate of one share for each 75 shares held; 
rights to expire on April 8. Price—-$120 per share. Pro- 
ceeds—To increase capital and surplus. Underwriters— 
Blyth & Co., Inc.; Stern, Frank, Meyer & Fox; Lester, 


Ryons & Co.; A. W. Morris & Co., and Wm. R. Staats 
& Co. 


... Thursday, March 27, 1952 


* Union Electric Co. of Missouri 
March 24 filed an application with the SEC for authority 
to issue and sell $30,000,000 of first mortgage and col- 
lateral trust bonds due May 1, 1982. Proceeds—To repay 
$10,000,000 of temporary borrowings and for construction 
program of company and Union Electric Power Co., a 
subsidiary. Underwriters—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc., The First Boston Corp., Lehman Brothers, 
Kuhn, Loeb & Co. and Harriman Ripley & Co. Ine. 
(jointly); White, Weld. & Co.and Shields & Co. (jointly); 
Dillon, Read & Co. Inc. 

United Gas Corp. 
Feb. 6 the SEC ruled that 3,165,781 shares of common 
stock (approximately 27% of total outstanding) must 
be disposed of by Electric Bond & Share Co. Under- 
writers—If competitive, probable bidders may include 
Lehman Brothers. 
*% Utah Power & Light Co. 
March 7 SEC authorized company to borrow up to 
$10,000,000 from banks and use the money for new con- 
struction. It is intended to repay the bank loans from 
the proceeds of permanent financing in the fall. Under- 
writers—May be determined by competitive bidding. 
Probable bidders: (1) For bonds—Halsey, Stuart & Co. 
Inc.; White, Weld & Co.; Lehman Brothers and Bear, 
Stearns & Co. (jointly); The First Boston Corp. and 
Blyth & Co., Inc. (jointly); Union Securities Corp. and 
Smith, Barney & Co. (jointly); Salomon Bros. & Hutzler; 
Kidder, Peabody & Co. (2) For common stock—Blyth 
& Co., Inc., W. C. Langley & Co. and Glore, Forgan & 
Co. (jointly); Union Securities Corp. and Smith, Bar- 
ney & Co. (jointly); Kidder, Peabody & Co. and Merrill 
Lynch, Pierce, Fenner & Beane (jointly); Lehman 
Brothers; The First Boston Corp. Registration—Of stock, 
probably in August, and of bonds in September. 

Virginia Electric & Power Co. 
Dec. 12 it was announced that company expects to spend 
$40,000,000 or more for new construction in 1952, of 
which about $30,000,000 may be raised through new 
financing. On Feb. 15 it was reported directors have 
approved plans to issue and sell in June approximately 
495,000 shares of common stock (first to stockholders). 
A bond sale is expected in the fall. Underwriters— 
For stock, probably Stone & Webster Securities Corp. 
For bonds, to be determined by competitive bid- 
ding, with the following probable bidders: Halsey, Stuart 
& Co. Inc.; Union Securities Corp.; Salomon Bros. & 
Hutzler; Stone & Webster Securities Corp.: White, Weld 
& Co.; Kuhn, Loeb & Co. and Wertheim & Co. (jointly). 

Washington Gas Light Co. 
Jan. 12 reported that company is considering plans to 
raise about $4,500,000 from the sale of additional com- 
mon stock to its stockholders (there are presently out- 
standing 734,400 shares). Underwriters—The First Bos- 
ton Corp. and Johnston, Lemon & Co. handled the offer- 
ing last year to stockholders. Proceeds—Together with 
bank loans and other funds to take care of proposed 
$6,000,000 expansion program. - 

Washington Water Power Co. 
Jan. 9 company applied to the SEC for authority to make 
bank borrowings of $40,000,000, the proceeds to be used 
to finance contemporarily, in part, the company’s con- 
struction program. Permanent financing expected later 
this year. Probable bidders: (1) For stock or bonds: 
Blyth & Co., Inc.; Smith, Barney & Co. and White, 
Weld & Co. (jointly); W. C. Langley & Co. and The 
First Boston Corp. (jointly); (2) for bonds only: Halsey, 
Stuart & Co. Inc. 

Western Pacific RR. Co. (3/27) 
Bids will be received up to 3:30 p.m. (EST) on March 27 
at the office of the Reconstruction Finance Corporation, 
143 Liberty St., New York 6, N. Y., for the purchase 
from the RFC of its holdings of 15,788 shares of common 
stock (no par). 


Westinghouse Air Brake Co. 
Feb. 12 it was announced stockholders will vote April 15 
on increasing common stock (par $10) from 4,200,000 
shares (about 4,123,000 outstanding) to 7,500,000 shares. 

Wisconsin Electric Power Co. 
March 5 it was reported company plans issuance and sale 
in May or June of about $12,500,000 Ist mtge. bonds and 
to raise approximately $14,000,000 more through the sale 
to common stockholders of additional common stock 
probably at the rate of one new share for each six shares 
held. Proceeds—To repay bank loans and for new con- 
struction. Underwriters—For bonds, to be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; Lehman Brothers and Salomon Bros. & Hutz- 
ler (jointly); Equitable Securities Corp.; Merrill Lynch, 
Pierce, Fenner & Beane; Glore, Forgan & Co.: The First 
Boston Corp.; Union Securities Corp. and Harriman Rip- 
ley & Co., Inc. (jointly). The common stock offering may 
not be underwritten. Meeting—Stockholders will vote 
April 16 in increasing authorized common stock from 
4,000,000 to 6,000,000 shares. 

Worcester County Electric Co. 
March 13 it was reported company is considering the 
sale of additional bonds, but amount and time of offer 
has not yet been determined. Underwriters—May be 
determined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Kuhn, Loeb & Co. and Union 
Securities Corp. (jointly); The First Boston Corp.; Mer- 
rill Lynch, Pierce, Fenner & Beane. 

‘‘ale & Towne Manufacturing Co. 
March 11 it was announced stockholders will vote April 17 
on approving issuance of 150.000 shares of common stock 
for property and also an additional 163,344 shares as 
deemed advisable for other purposes. Previous offer (to 
stockholders in June, 1951) was underwritten by Morgan 
Stanley & Co., New York. 
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The underwriting industry once 
more is finding itself embroiled 
in a “tug-o-war with the “bureau- 
crats,” as some of their number 
are wont to tab the portfolio 
managers of some of the larger 
institutional investing organiza- 
tions. 

Currently the difference ap- 
pears to be in the nature of mak- 
ing a mountain out of a mole-hill 
since it involves the matter of a 
few basis points in yields fixed 
for current new offerings. 


For the moment the major bone 
of contention is Consolidated Edi- 
son Co. of New York’s $50,000,000 
of new first and refunding, 30- 
year mortgage bonds. In competi- 
tive bidding, on Tuesday, the suc- 
cessful group paid the company a 
price of 101.769 for a 324% coupon 
rate. 

The group proceeded with re- 
offering and fixed a price of 
102.384 for an indicated yield of 
3.25%. Well, the potential buyers 
had been anticipating a 3.27% to 
3.28% basis, according to trade 
gossip, and accordingly they were 
inclined to be tough about the 
matter, at least momentarily. 


The same situation developed 
last week when a couple of basis 
points separated the ideas of un- 
derwriters and prospective buyers 
in the case of Pacific Gas & Elec- 
tric’s $55,000,000 offering. Bank- 
ers brought this one out at 101.92 
to yield 3.28% and got away toa 
slew start, since buyers’ ideas 
pictured a 3.30% basis. 


But the drought was broken in 
due time and it is now indicated 
that perhaps less than $10,000,000 
remain unsold, with holders ap- 
parently not anxious to use the re- 
purchase out. 


Embarrassing Moment 

Grabbing his hat and coat the 
representative of an investment 
banking house rushed off to the 
customary last minute meeting 
which precedes submission of bids 
for an issue. 

Three syndicates had been 
formed to compete for this par- 
ticularly large piece of business. 
The banker here, in his haste 
rushed into the conclave and sat 
it out before he suddenly realized 
that his firm was part of a com- 
peting syndicate. 

There 
but to 
since 


was nothing he could do 
admit his mistake 
“spying” on a 


and, 
competing 


MEETING NOTICE 





The New York Central Railroad Company 


NOTICE OF ANNUAL MEETING 
OF STOCKHOLDERS 
Albany NV. \4 Marc} 

The Annual Meeting of the Stockholders of 
The New York Centra! Railroad Compan; 
the election of Directors and of three Inspect 
of Electio and the transaction of such other 
business as may be lawfully brought before the 
meeting. will be held in the Ball Room of 
Hotel Ten Eyck, 87 State Street. in the City « 
Albany. N. \ ym Wednesday, May 28, 2, 
at 12:00 o'clock Noon, Eastern Daylight Savis 
Time 

One of the rposes of said meeting is 
sidering. and scting upon the adoption of 
joint agreement for the merger into said Com 
pany of West Shore Railsoed Company, New 
Jersey Junction Railroad Company, New York 
and Fort Lee Railre ad Company, The Wallkill 
-Valiey Railroad Company. The Toledo and Ohio 
Central Railway Company. The Lake Erie, Alli- 
ance & Wheeling Railroad Company and The 
Federal Valley Railroad Company, upon the 
terms and conditions set forth in said agreement, 
and taking such other action as may be appro- 
priate incident to such merger. 

Stockholders of record at 3:00 o'clock P.M 
on April 25. 1952, will be entitled to vote at 
such meeting 

By order of the Board of Directors. 


JOSEPH M. O'MAHONEY, 


» 25. 1952 


secretary. 





firm had to 
withdraw from participation in 
the business. As things turned 
out, he was on the right track, for 
the group whose meeting he at- 
tended walked off with the busi- 
ness. But that probably has 
served to lessen his embarrass- 
ment. 


group is taboo, his 


Meet Good Reception 


Two smaller issues slated for 
market this week appeared to 
have been well-spoken-for in ad- 
vance, according to discussion in 
dealer circles. 

Shamrock Oil & Gas Co.’s $15,- 
000,000 of 30-year first mortgage 
bonds, being sold to provide funds 
for general corporate purposes, 
were said to be assured of a 
brisk reception. 

And the same was the reported 
story in the case of Southern Pro- 
duction Co.'s $12,500,000 of con- 
vertible debentures due in 15 
years. This undertaking was de- 
signed to put the company in 
funds for investment in new pro- 
ducing properties and leases. 


Couple of New Ones 

The prospective calendar of 
new issues was expanded substan- 
tially this week when the Chicago 
& Western Indiana Railroad 
sought ICC approval of plans to 
offer $65,000,000 of refunding 
bonds. It had been intended or- 
iginally to offer $52,500,000 of 
these securities. 

But the company decided to 
lift the ante to permit redemption 
prior to maturity of $11,740,000 
of first and refunders as well as 
$50,000,000 of consolidated 4s 
which are due July 1 next. This, 
however, is a private undertak- 
ing. 

Southern California Edison Co. 
has registered to cover issue of 
800,000 shares of common which 
are to be offered publicly by 
bankers via the negotiated route. 
Proceeds would be used to fi- 
nance construction. 


Joins E. E. Mathews 


(Special to THe FInaNciaAL CHRONICLE) 
BOSTON, Mass.— Maurice J. 
Battista is with Edward §E. 
Mathews Co., 53 State Street. 


With V. C. Weber Co. 


(Special to THe FINANCIAL CHRONICLE) 


ST. LOUIS, Mo.—Marjorie T. 
Kelley has joined the staff of 
V. C. Weber & Co., 411 North 
Seventh Street. 


Joins Elmer Bright 


(Special to THe FINaNcIAL CHRONICLE) 

BOSTON, Mass.—Edmund A. 
Marukelli has been added to the 
staff of Elmer H. Bright & Co., 
84 State Street, members of the 
New York and Boston Stock Ex- 
changes. 


With Hodgdon Co. 


(Special to THe FINANCIAL CHRONICLE) 

BOSTON, Mass. aemn CC. 
Sterge has joined the staff of 
Hodgdon & Co., 10 State Street. 
He was perviously with Draper, 
Sears & Co. 


DIVIDEND NOTICE 


CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 17 


7 HE BOARD OF DIRECTORS 
has this day declared a regular 
semi-annual cash dividend of 
One Dollar and Twenty-five 
Cents ($1.25) per share on the 
capital stock of the Company, 
payable on May 15, 1952, to 
stockholders of record at the 
close of business April 15, 1952. 

E. E. DUVALL, 
March 20, 1952 


Secretary 


bit 


. The Commercial and Financial Chronicle 


T. A. Hulfish Opens 


MT. RAINIER, Md.—Thomas A. 
Hulfish is engaging in a securities 
3201 


business from offices at 
Rhode Island Avenue. 


Harris, Upham Adds 
(Special to THe Financial 
BOSTON, 
Petrocchi 
& Co., 


CHRONICLE) 
Mass. — Attilio 

is with Harris, 
136 Federal Street. 


Upham 


Slayton Co. Adds 


NEW ORLEANS, La. — Mrs. 
Elma M. Segue has been added to 
the staff of Slayton & Company, 
Inc., 126 Carondelet Street. 


With Goodbody & Co. 


(Special to Tue Financia CHRONICLE) 
A. TAMPA, Fla.—Joseph M. Man- 
dese has joined the staff of Good- 
body & Co., 608 Tampa Street. 


DIVIDEND NOTICES 





( WORLD -WIDE wane) 


went 


DIVIDEND NOTICE 
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Chase | 


THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 














au 


~~ 
‘The Chase National Bank of the City of 
New York has declared a dividend of 
10c per share on the 7,400,000 shares of 
the capital stock of the Bank, payable 
May 1, 1952 to holders of record at the 
close of business April 4, 1952. 


Ihe transfer books will not be closed 
in connection with the payment of this 


dividend, 
KENNETH C, BELL 
Vice President and Cashier 














i 


payable on June 2, 
May 15, 1952. 


To the Holders of Preferred and Common Stock of 


SOUTHERN PRODUCTION COMPANY, INC. 


At a meetiny of the Board of Directors held on March 2 

the following dividends we 
A 10°; common stock dividend, to be issued July 25, 1952, 
to holders of common stock of record on July 7, 1952. 
The regular semi-annual dividend of 50 cents on the 4°; 
Cumulative Convertible Preferred Stock, $2 

1952 to stockholders of record on 


4, 1952, 
re declared: 


5 par value, 





At the same time 
on July 2 


June 27, 1952. 


March 25, 1952. 





. the Board of Directors called for redemption 
, 1952 all of the then outstanding shares of 4°, 
lative Convertible Preferred Stock at a price of $25 per share 
plus accrued dividends. Holders of said Preferred Stock have 
the right to convert their shares into common stock until 


Southern Production Company, Inc. 
By: H. T. 


Cumu- 





E_twoop, Secretary-Treasurer 














“7 Morris & Co. Ltd., Ine. 


Our inctioutional STOCKHOLDERS | CUMULATIVE PREFERRED STOCK 


Scientists in the Making at Johns Hopkins University 
Philip Morris dividends benefit not only in- 
dividual stockholders but thousands of others 
as well—people aided by the institutions own- 


ing stock in Philip Morris. 


For example, Johns Hopkins University, which 
offers a large number of scholarships for the 
education of deserving students, is aided in 
this by the dividends received as a Philip Morris 


stockholder. 








102nd 
COMMON 
STOCK 
DIVIDEND 





The regular quarterly dividends 
of $1.00 per share on the 4% 
Series and $0.975 per share on 
the 3.90°¢ Series have been de- 
clared payable May 1, 1952 to 
holders of record at the close 
of business on April 15, 1952. 


COMMON STOCK ($5.00 Par) 

A regular quarterly dividend 
of $0.75 per share has been de- 
clared payable April 15, 1952 
to holders of record at the close 
of business on April 1, 1952. 


L. G. HANSON, Treasurer 


March 19, 1952 
New York, N. =e 
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_ DIVIDEND NOTICES 


LEHIGH VALLEY COAL CORPORATION 


March 20, 1952. 
The Board of Directors of this Co ation 
has today declared a dividend of $351,597.80 en 
its $3. Non-Cumulative First Preferred Stock. 
payable April 14, 1952, to stockholders of record 
of such stock at the close of business on March 
31, 1952, this dividend being equivalent to ebour @® 
$1.582 per share. 


H. L. FOUNTAIN, 
Secretary & Treasurer. 





LONG ISLAND LIGHTING COMPANY 


Notice of 
Quarterly 
Dividend 


The Board of Directors has de- 
clared a quarterly dividend of 22% 
cents per share on the Common 
Stock of the Company, payable 
May 1, 1952 to stockholders of 
record at the close of business 
April 11, 1952. 

This dividend will not be dis- 
tributed to holders of the old Pre- 
ferred and Common Stocks of the 
Company (or Certificates of De- 
posit for said Stocks) or to hold- 
ers of the old Preferred Stocks of 
Queens Borough Gas and Electric 
Company and Nassau & Suffolk 
Lighting Company until such 
shares have been surrendered and 
exchanged for the new Common 


Stock. 
VINCENT T. MILES 
March 26, 1952 Treasurer 


a 


SOUTHERN STATES | 
Iron Roofing Company 


SAVANNAH, GEORGIA 

















. 
Dividend on Preferred Stock 


A quarterly dividend of 
thirty-one and one-quarter 
cents (31.25c) per share on 
the Preferred Stock of this 
company has been declared, 
payable on April 1, 1952, to 
stockholders of record March 
18, 1952. 





Ross G. ALLEN 
Secretary and Treasurer 











Southern California 
Edison Company 


DIVIDENDS 


COMMON DIVIDEND NO. 169 


PREFERENCE STOCK 
4.48%, CONVERTIBLE SERIES 
DIVIDEND NO. 20 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 16 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on the 
Common Stock ; 

28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series ; 

2814 cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 

The above dividends are pay- 
able April 30, 1952, to stock- 
holders of record April 5, 
1952. Checks will be mailed 
from the Company's office in 
Los Angeles, April 30, 1952. 


P.C. HALE, Treasurer 
March 21, 1952 
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Washington .. . 


Behind -the-Scene Interpretations 
from the Nation’s Capital 





And You 














WASHINGTON, D. C If out 
where you live in Six Corners 
Any State, you are amazed to find 
out how peoples’ political prog- 
nostications swing violently from 
ene extreme to another in barely 
a couple of weeks, just remember 
it is the same way in this capital 
city. 

Just prior to the New Hamp- 
shire primary it was all Taft. 
Here was Taft, methodically and 
persistently going ahead and har- 
vesting delegates, and Eisenhower 
wasn't doing anything about it. 
Darn patriotic of the General to 
keep his nose stuck to the NATO 
grindstone in Paris, but why in 
blazes doesn’t he face the political 
realities of life and come home 
and give the boys some help. 

The gloom was in the Eisen- 
hower camp. One prominent gen- 
tlemun here, who is suspicioned 
of favoring the General strongly 
even though he hasn’t committed 
himself publicly, told this re- 
porter privately that the very best 
that }ke could do under the most 
favorable of all circumstances 
would be to deadlock the Repub- 
lican convention and keep the 
nomination from Taft: given the 
best of breaks, he couldn't get 
the nomination for himself. 

Wow it is all the opposite. The 
mercurial emotions of all but the 
hard -- bitten political tradesmen 
have soared to the heights, if they 
are devotees of General Eisen- 
hower, or to the depths, if they 
are followers of Senator Taft. 

Wew Hampshire and Minnesota 
have proved, so it is now being 
said, that Taft definitely is a vote 
repelier and Eisenhower is the 
vote-getter. “The Eisenhower 
camp is right.” Taft hasn’t got 
political “It,” and Republicans by 
and jarge want Ike; don’t want 
Taft. 

a: %: a: 

Wew Hampshire definitely was 
a bloomer for Taft. One of the 
so-called “rules” of politics is that 
a primary, most of the time, is an 
affair of the professionals, the 
set-up for an organization. The 
organization in New Hampshire 
was, as has been widely reported, 
all for Eisenhower. Furthermore, 
the great bulk of New England 
Republicans look a lot more like 
Trumanites than they look like 
old-fashioned Republicans. 

$6 was a set-up which Taft 
should have avoided, and which 
he was advised to avoid. Never- 
theless, one of the supposed best 
political “brains” behind Taft went 
up to New Hampshire and made 
hhimescif a nice little private sur- 
vey. He came back and reported 
te Taft that for sure the Ohio Sen- 
ator would collect himself six or 
seven delegates. That result alone 
would swipe the nectar from the 
Eisenhower flower of victory, and 
if the trend was, as he reported, 
teward Taft, it was a beautiful 
parlor to walk into. 

Taft furthermore was advised to 
stick by his advance alibi, which 
was that he recognized it was an 
Eisenhower set-up but was, as it 
were. making a forlorn appear- 
ance for the sake of giving the 
peopie of New Hampshire a 
chance to hear him and give his 
workers a chance to get some 
votes for him. 

The Senator didn’t stick to the 
advice, and himself got carried 
away in his enthusiasm and be- 
gan, so it is said, inspiring news 
stories that he would do pretty 
well. So Taft is failing to do what 
doctors do when they get sick, or 
lawyers when they get into legal 
trouble: hire themselves another 
member of their profession to cure 


or protect them from the law, as 
the case may be—for the outsider 
is more emotionally detached 
and follow the outside legal 
medical advice given. 


or 


With Minnesota, Taft did recog- 
nize the organizational character 
of the primary, and did stay out 
of it. He did tell his followers 
not to inspire a write-in drive as 
was done for Eisenhower. 

The Minnesota situation was a 
funny one, and this reporter got 
it explained by a Minnesota Dem- 
ocrat, who therefore was neutral 
to a degree. This source explained 
that Stassen was behind the drive 
to get Eisenhower officially ruled 
off the Gopher State ballot by a 
court decision. Now in Minnesota, 
he explained, the people have long 
been enamored with a curious but 
staunch tradition of “non-parti- 
sanism,” and traditionally react 
against political machines, even to 
the extent of wrecking the Demo- 
cratic-Farmer-Labor political ma- 
chine which was quite an appara- 
tus, set up by the late Gov. Floyd 
Olsen. 

According to my informant, a 
very good many voters in Minne- 
sota were sore at Stassen for de- 
nying them a chance to vote for 
Eisenhower. This could not alone, 
by any means, explain away the 
large write-in vote for the Gen- 
eral. It was absolutely large and 
compelling in any case, but if the 
anti-Stassen protest vote were 
taken out, it would have been less 
spectacular. Of course, the Eisen- 
hower group in Minnesota en- 
gaged in a terrific telephone cam- 
paign to induce write-ins, while 
the Taft boys themselves said, 
don’t do it. Taft announced he 
would stay out of Minnesota, and 
meant it. 


Another curious factor in Min- 
nesota was that by noon of the 
primary election day, the state 
government ran out of Democratic 
ballots to pass around, thinking 
the demand for Democratic ballots 
would be lighter than it was. In 
a state where people don’t think 
a thing of which party they vote 
in, many Democratic voters mere- 
ly took the GOP ballots when no 
Democratic ballots were available, 
and wrote in Eisenhower or pasted 
in a convenient “Ike” sticker. 


Alibis, however, have little to 
do with headlines, and the head- 
lines do create the impression 
initially that there is doubt about 
Taft's vote-getting appeal and lit- 
tle doubt about Eisenhower, and 
the No. 3 test, New Jersey, may not 
help dispel this impression. In 
this case, Taft beat a hasty retreat 
from a situation somewhat paral- 
leling New Hampshire, and a re- 
treat which some of the Senator’s 
friends thought was a little too 
hasty and unseemly. 

As the political tradesmen see 
it, Taft has been on the receiving 
end of the first two blows, and 
may be socked for the third one. 
While those political personages 
with small margins and 
background about the 


were, the well-entrenched and 


politically wise “bulls” are wait- 7 
more than a few ~~ 
before |~ 


ing for much 
flurries in the market 
switching their positions. 


In other words, a check around ea 
the town gives the impression that * _ 


the main body of the professionals 


isn’t ready to desert Taft. They bs 


will await a much more convinc- 
ing sign of possible unpopularity 


little @& 
“market” © 
are hastily retreating at the first ™ 
sign of the turn in prices, as it © 
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“‘Now get it straight: — You’re wild about Taft when 
you call on Pittle and Co. — you think Truman’s fine 
when you’re dealing with Snitzie Brothers — and you 
like Ike when you’re calling on Broadbottom and 
Company !”’ 


than New Hampshire, Minnesota, 
or perhaps even Jersey. If Taft, 
who is on the ticket in Wisconsin, 
beats the stalking horse, Stassen, 
soundly in Wisconsin then the 
mercurial feelings of this town as 
well as “Six Corners” will again 
completely reverse. 

And, as one hard-bitten 
server noted: So far 
has got 


ob- 
Eisenhower 
only New Hampshire's 
delegates. He didn’t get Min- 
nesota’s delegates. Stassen got 
them. Minnesota’s delegates at 
some point in the convention, it is 
supposed, will be for sale. They 
may not necessarily, despite 
gossip to the contrary, be for sale 
to Eisenhower. They could even 
go elsewhere—as for instance in 
a whoop to General MacArthur, 
—without just compensation to 
Harold Stassen. 
Ms % us 

Republicans supporting Taft are 

pointing out one thing which 


political history makes it hard to 
refute. 


IF General Eisenhower were 
nominated and elected President, 
tradition would suggest that the 


General as President would na- 
turally call upon his pre-conven- 
tion supporters in Congress for 
advice, not only upon taxes, labor 
legislation, social welfare  pro- 
grams, and everything else, but 
also upon these same men for sug- 
gestions on appointment of key 
officials of the “Eisenhower Ad- 
ministration.” 


Thus the policies of an Eisen- 
hower Administration would be 
suggested by such men as Sena- 
tors Charles W. Tobey of New 
Hampshire, Wayne Morse of 
Oregon, Irving M. Ives of New 
York, or perhaps George W. Aiken 
of Vermont. 

It would be men like these who 
would suggest the outlines of 
labor legislation, tax legislation, 
and spending programs. Presum- 
ably Rep. Jacob K. Javits of New 
York, for instance, would advise 
on housing, slum clearance, and 
health matters. 


On the other hand, if Senator 
Taft were made President, he 
probably would take tax advice 
from such men as Senators Eu- 
gene D. Millikin of Colorado or 
John J. Williams of Delaware, 
“controls” advice from such men 
as Senators John Bricker of Ohio, 
Homer Capehart of Indiana, or 
Everett Dirksen of Illinois. 

F ’ 


The House Banking Committee 
already has launched a strategem 
which it is hoped will defeat or 
help blunt the expected drive 
among a majority of members of 
the Senate Banking Committee to 
release hundreds of millions of 
direct Federal funds to finance 
defense area housing. 

“Liberals” in the Senate are 
talking of a drive to get up to $1 
billion of direct funds for pur- 
chase of Titles VIII (military 
housing) and IX (defense hous- 
ing) loans. They don’t expect, of 
course, to get that much approved, 
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but are talking high so that they 
can later compromise on maybe 
half that sum. 

The House Committee is dead 
set against this, and has approved 
release of only $52 million for 
“Fanny May” funds to take care 
of the application for these loans 
that were pending near the end 
of December when the $200 mil- 
lion of direct money ran out. 


It is the intention of the House 
Committee to get the $52 million 
approved, and sit tight, and say, 
in effect, “this has taken care of 
the situation and we will not give 
them a cent more.” The “liberal” 
crowd already have proposed in 
the Senate the release of the same | 
$52 million for pending applica- | 
tions, to be followed by the big | 
appropriation or authorization 
later. 


(This column is intended to ree | 
flect the “behind the scene” inter- 
pretation from the nation’s Capital | 
and may or may not coincide with | 
the “Chronicle’s” own views.) 











Business 


Man’s 
Bookshelf 


The Exchange—Monthly maga- 
zine published by New York Stock 
Exchange containing articles by 
top men in top companies—$1.00 
per year—The Exchange Maga- 
zine, Department C, 20 Broad 
Street, New York 5, N. Y. 


Human Rights and the United 
Nations—Russell J. Clinchy—The! 
Foundation for Economic Educa- 
tion, Inc., Irvington - on - Hudson, | 
N. Y¥.—paper—no charge for| 
single copies; quantity prices on 
request. 


Lloyd’s: The story of Lloyd’s of| 
London—C. E. Golding and D. 
King-Page—Cloth — McGraw-Hill} 
Book Company, Inc., 330 West) 
42nd Street, New York 18, N. Y.—! 
Cloth—$4.50. 























Retirement Procedures Under 
Compulsory and Flexible Retire- 
ment Policies — Industrial Rela- 
tions Section, Department of Eco- 
nomics and Social Institutions. 
Princeton University, Princeton 
N. J.—paper—$z2.00. 





For 
Large Appreciation Potential 


WE SUGGEST 


RIVERSIDE CEMENT CO. 


CLASS B (common) STOCK 


A leading producer of cement 
in fast-growing Southern 
California, 

Analysis of this Company and 
a review of the Cement Indus- 
try available on request. 
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Trading Markets in 
Allied Electric Products 
Kingwood Oil 
South Shore Oil & Dev. 
Standard Cable 


Hill, Thompson & Co., Inc. 


Trading Department 


70 WALL STREET, N. Y. 5 
Tel. WHitehall 4-4540 











